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Synthetic carpet bid threat 

1^ r\ ■fVo | Millitron was a “proper decision” 

Ivl dl H IS decision in 1976 loalb .w Sieveni-Hreinncr to And iu- lunln-r Ikciii.cn wue u> In 

import ihe Sf» million Millitrun hud been :■ granted l*u‘ a lurdwr tw" venrs. 

1 a “proper"unc. Trade andImlihirvMiniMerI ance Adam*--.nhncidei sjkI rlie miym v.«| 

IT 1 O Adams-Schneidersaid last week. had been unbed use the Millnroii. 

Ill d\ I |%EI 1 ^ Hut, lu- had “no details" .4 claims ..t Steven- I L-kiicw it being till y mihvd 

^ Hn-mnur'. nl lY-rmi! samples i<t sviiilietic earner to had a id a I the tune n wmikln the it tlie-.r 


by Warren Berryman 

and Rae Mazengarb 

PROCRASTINATION by 
Trade ami InJusiry Minister 
Lance Ada ms-Schneider over 
Stevens-Rremner’s proposal to 
export synthetic carpet threat¬ 
ens tu wreck uur $30 million- 
a-year carpel trade to Australia. 

Australian carper manufac¬ 
turers have approached their 
Government with proposals for 
reprisals il Stevens-Bremncr is 
allowed lu export synthetic 
carpet to their market. They 
include: 

• A hail un New Zealand 
synthetic carpets from their 
market; 

• A duty »n all New Zealand 
carpet; 

• Abrogation of the Nalta 
agreement which gives «»ur 
carpel manufacturers favoured 
duty-free access to their mar¬ 
ket. 

Furthermore, the powerful 
Australian Industry Assistance 
Commission, in its draft report 
to the Australian Government, 
criticises the Mafia agreement 
on which our largest carpet 
export market is based. 

The delay in reaching a 
decision oil Stcvens-Brcmner's 
synthetic carpet exports has 
held up access for 400,000 
square metres ol Australian 
woollen carpet into this market 


Since 1 *J7(i, industry sources 
have been saying there was no 
way the Millitron decision 
could have been based on 
sound, rational, business 
grounds. 

Adams-Sdineider's chick¬ 
ens arc now coming home u> 
ronast. 


H IS decision in 1976 10 allow Stevens-Hreinner to 
import the $6 million Milliirmi had been a 
“proper” one. Trade and Industry Minister I ance 
Adams-Schneider said Iasi week. 

Hut, he had “nu details" ui claims ut Steve n-*- 
Breniner' - nl I'ering samples ut synthetic carpet tu 
the Australians. 


And no luriher licences Wire to have been 
granted I*n a lurdwr rvv»venrs. 

Adams-.scliiieidei saiil the m:')ur cat pet firms 
had been united to me the Millitron. 

lie knew n ivasii"! being tnlly utilised - and he 
lud a id at the time it wniiklii'ibc it tlieoilici tiun*. 
did nut use the laciliis. Hill that decision was a 


What did he ill ink about in>lusliv suggest imr. nwtiei lor t lie individual I mu 


that exports of synthetics m Australia would 
wreck the Nalta agreeineni? 

Adams-Schneider said it was "too e.iilv vet i" 
judge". 

Was he suggesting to the Pb't. - as Minister "I 
T rade and Industry - that it should pi ovule 


Ap.ui I nun leaving two clc.u ve trs Ivlute the 
grain ol Inrtlier luenccs. the * u>vetmiiviit cotiUI 
not 1 11 rec ihenihei coinpaiuesituisc the Mtlliiii'it. 
AcLuns-Sclincidei s.lid. 

“Ms de« is.was m-t wrung." he aid. 

Ills ‘ experts" had told him the MiHutmi was 


i rune .mu imiuwi — . i.- - - - . . .. ....... . i 

Stevetls-lire inner and the W.mgaimt-based the leading niaJiine m the world and tit-it it wonM 


ouasi. Me veils-breinner anil me \s.iiiK.iinii-uiisc-u ms .... 

Stcvens-Brcmner lias sul-. r jvalier (airpet subsidiary with short teini as- be desirable 11 ibeioi.il iiiilu-tiv u-ol it 

i* __ I I.... I........ il... • III, it,.. Ull.ir limit lll.-ri' 111. Ii 


fereJ heavy lessee since the 
Millitron purchase. 

Recently, the company laid 
off 54 men front the Fusion 
plant. 

XHR understands iliat 
Stevens-Brenuter has gone m 
the D1 ; C fur a substantial sum 
in the form oj “shuri-tenn as¬ 
sistance”. 

Other carpel niiuiul'auurers 
lmve been tu sec Adams- 
Schneider, trying tu gel him to 
ensure against exports >’i 
synthetic carpets to Australia. 

It is understood the 
Government has sounded out 
some of Stevcns-Bremners 
competitors to ascertain if they 
will "pick up the pieces" should 
Stevens-Bremner be prevented 
from exporting synthetic car¬ 
pets and be forced out of busi¬ 
ness. 

The Government has its 
reputation on the line and the 
Foxion area is in a marginal 
National seat. 

One carper executive last 
week claimed Adams- 


sistance? On die ntlici hind, there wa- tv- IcmMaiitm 

IkviidhclKtdhiulni-diwiiNMoiwwitlillivl'F* ulieicbv the Guvcrniiiem u’uld L.-rce uilici 
>>n that .object. imml'ci-* ol tlie indio.m tuinv the ui.'clunc 1 lie 

He said he could mn recall it lie had a4\-d the (i..v.riiiueiu could not euhir ul.icoiiip.iin'Mi-ci-t 
lucal carpet indiisirx members it they would be capita equipment lie slid, 
willing in pick up the pieces il Mcveiis-Hieinner Ac mw-Vliiivi.ler wnUl n-t cuinincui "ti ihe 
went tinder. suggestion, the t J.oetnineiu iniislu b-nl "tu 

Hid he l eel that, iu light "1 the present event,. Stevens - lit cinnei. . 

the decision in W7n m impoti the Millitron had In view ot M-.-veii ■ Htemnct •. l il-r.-ui iUr- 
Iven prudent 1 and Mn-giel * problem,, would the ' lovenimeni 

\dmis-Sclmeider said he believed die rvciiMcler the implementation >■! the Indu-nu! 
Govermneiu toll-wed the right ciu-e in ap- 1 levclopniei.t ‘•■miicd '''J u ‘ x " c 111 

prnvmi: the new lechnulucv b>r the mdu rrv diwi-y ■ "Not -',i .Un - Vhiieidei s.nd 

Steve its-Breinner liad been granted the aguicv It v. as a ep. -i t. Ik -aid. 1 he indu-iiy ■ ' 

ind the import licence, but one uf the conditions m need«>1 relurbislnng, and the (tuv cmmetit id 
liad been that the-other companies must have decided oimplemt >d th- recot.ir.ic-i ..itiait. tr. tite 
access to the Millitron. report. _ __ 


sistance.- 

1 ie said he liad had nodisciissnms with the 1 *r' 
mi that Mibjcci. 


S.ll||'Vl Ills'll ’ll * . 

willing to pick up the pieces u Steveiis-Iiieinner 
went tinder. 

Hid lie leel that, in light "1 ihe present event- 
the decision in BtTti t" impoti the Millitron had 
Iveti prudent? 


WLuni^ii ^.ai ... wttis 

and 400,000 square metres of Schneider wanted to “wash his 
New Zealand woollen carpet hands of the matter" and let ihe 


into the Australian market for 
two months. 

Angry Australian carpet 
manufacturers are threatening 
to wreck the Nafta carper 
agreement. 

While the Australians are 
moving to counter any attempts 
in this country to send synthetic 
carpet across the Tasman, the 
ghost of a decision made in 
1976 has returned to haunt 
Adams-Schneider. 

In October 1976, he granted 
Srevens-Brenmer the sole im¬ 
port licence to establish a.So 
million carpet jet dying facility 
against advice from the car¬ 
pet industry. 

The Government-owned 

DFC provided Stevens- 
Bremner with finance for the 
Millitron. 

Stevens-Bremner’s cotnpc- 


Aussies take the decision. 

The Australians are likely to 
do just that. 

Carpet Federation of Aus¬ 
tralia executive director John 
Hore summed up the Nafta 
carpet agreement as one-sided 
in New Zealand's favour. 

His members, he said, were 
already concerned about New 
Zealand's generous export 
subsidies giving manufacturers 
an undue advantage in the 
Australian market. 

New Zealand Carpet Man- I 
ufacturers Association pre¬ 
sident Athole Murray is also 
concerned that any export ot 
Stevens-Bremner, synthetic 
carpet to Australia might wreck 
the Nafta agreement. 

The Carpet Manufacturers 
Federation of Australia has 
been to its Government with 


atevens-nrciinisi ■> DC8n -- 

titors opposed the decision on prQp0 sed options that, u n- 
11* grounds the MUli.ron - Led. _ wouW_ meek N» 


based in Foxton, far from the 
major carpet-manufacturing 
centres - had the capacity- to 
print all the carpet mademNew 
Zealand. ■ 

But Stevens-Bremner had 


Zealand's largest carpet mar- 

'“the New Zealand 'Carpet; 
Manufacturers Association has, 

i blen to A<Jams-SchDciderWith 

its'fears. . ' . • ■ 


CUl OICVCUS-WlWWW - 114 1WU- . . .. ■■ L. ' 

only 10 per cent of the local ■ Ad^chheider has ^ re | 
market and an even smaller . sponged with a letter sg g- 
slice of the Australian export can assure you we areprepa 
market. -• to'take whatever ^ 

To make the plant pay, in:- sary to P^NewZeal^ 


Pages 33 to 44. 


to gain aaamonai uuuw 6 »Kr- p^.-, . < : .-r 

by printing synthetic caepetbjf ..,. ^ ontinue d pn^ag'ofi J 

1980. .. .!>?>■ ;. f -V , 
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Shopping 
hours extended 

THE long-drawn battle for 
extended shopping hours was 
won when the Government 
caucus gave its seal of approval 
for Saturday trading, allowing 
shop trading from 7am to 9pm. 
The Shop Employees* Union 
was distressed at the decision 
and said it would plan indus¬ 
trial action againsr it. 

THE PROCEEDINGS of the 
Commission of Inquiry intothe 
* Arthur Allan Thomas case 
were disrupted when the 
counsel for the police walked 
out after a heated exchange of 
words with the commission 
chairman, Mr Justice Taylor. 
The judge had criticised what 
he believed was police inepti¬ 
tude in their search of the 
Crewe property. The inquiry 
has been adjourned. 

IMPORTED soya heans from 
the United Slates and Brazil 
will provide the fodder for an 
$8 million edible oil extraction 
plant to be built in VPhangarei 
bv Kaipara Edible Oils Ltd. 
'Ihe plant is expected to be 
operating in two years. 

THE basic price of butter fat 
was increased by the Dairy 
Board to 2 18e a kilogram for the 
coming season, compared with 
the present price of 185c. 

A SI 20 million pulp and paper 
mill in Northland is being 
planned by a consortium of 
New Zealand and Japanese 
Anns, the second mill planned 
for the region in six weeks. NZ 
Forest Products Ltd intends to 
build a SI50 million mill at 
Marsden Point. 

THE COMMON Market’s 
Agriculture Commissioner 
Finn Gunderlach is expected 
here next month for further 
talks on the EEC sheep meat 
regime and on a butter quota for 
1981. 

A NATIONAL strike by 
South Africa’s black workers 


to mark the fourth anniversary 
of Soweto was only partially 
successful, least of all in 
Johannesburg. But in Cape 
Town the protests of recent 
weeks sparked into full scale 
rioting, the death toll reaching 
60 with at least 200 others in¬ 
jured, mainly by police bullets. 

A PROPOSAL was made by 
Government backbencher 
Geoff Thomson to save Fi- 
bremakers’ from collapsing by 
placing a 15 per cent tariff on 
imported yam. The proposal 
was recommended by the In¬ 
dustries and Development 
Commission and will be in¬ 
vestigated by the Government, 
although Prime Minister Rob 
Muldoon did not see it suc¬ 
ceeding. 

A NEW ZEALAND team 
consisting of six members — 
three canoeists, a modern pen- 
tuthionist and two members of 
the Olympic and Common¬ 
wealth Association - will go to 
the Moscow Olympic Games. 

LAKER flights are getting 
closer to New Zealand — the 
British Government has 
okayed Sky train flights 
between Britain and Hong 
Kong - giving Laker an op¬ 
portunity to pursue “down 
under 1 ’ flights in New 
Zealand’s direction. 

HOPES ufa revived Welling¬ 
ton-1 .yt tel Ion ferry service 
sank when waterside workers 
made clear they wanted jobs on 
board, a move the Railways 
foresaw as spreading to Wel¬ 
lington and Picion fern- ter¬ 
minals. The service would have 
barely broken even, and 
probably run at a loss anyway, 
according to NZR. 

ANOTHER “secret” trial 
began in Wellington High 
Court with two men facing joint 
criminal charges, hut soon after 
a new trial was called lor by Mr 
Justice Quilliam; the jury' was 
discharged and a new one set up 
after one juror turned ill. 


52 . cents buys 

you National 
Business Review 


flfittlJBR-'. 


National Business Review 

The week 


FRANCE exploded another 
nuclear device of approxima¬ 
tely 20 kilotonqes at Mururoa 
Atoll near Tahiti. 

A COPY of the controversial 
film “Death of a Princess" ar¬ 
rived in New Zealand. A deci¬ 
sion on whether to screen the 
film here will be decided at the 
next meeting of the board of the 
Broadcasting Corporation on 
July 28. 

A CALL for the creation of a 
Ministry of Employment to 
alleviate unemployment dis¬ 
tress, came from the Mayor of 
Auckland and was endorsed by 
the Auckland Regional Auth¬ 
ority. 

AN Auckland publisher is 
facing tax claims for more than 
$1 million and is under inves¬ 
tigation by a specialist under¬ 
cover Tax Department squad 
which deals with difficult cases. 
George Papaconstantinou; a 
director of a company which 
formerly published CiVv Girl 
magazine, has as hisco-dircctor 
Christopher Marty Johnstone 
(Mr Asia). 


The business 
week 

Aurora Group Ltd reported an 
audited tax-paid profit of 
$743,687 for the year to March 
31 ($608,552 last year). A final 
dividend of 7%c is payable on 
July 17. 

Bunting & Co Ltd reported 
an audited group profit after 
extraordinary items of $44,832 
for the year to February 29 (A 
loss of $123,257 last year). A 
final dividend of 5 per cent is 
payable on July 29. 

Endeavour Services Corpora¬ 
tion Ltd reported an audited 
tax-paid profit of $2,369,239 
for the year to March 31 
($2,112,963 last year). A final 
dividend of 6c is payable on 
August II. 

Marac Holdings Ltd reported 
an audited tax-paid profit of 
$1,118,000 for the year to 
March 31 ($991,000 last year). 


NayiorLovc Const met ion Ltd 
reported an audited tax-paid 
profit of $160,021 for the year 
to March 31 ($186,597 last 
year). An ordinary dividend of 
13 per cent is payable. 

Rhecm New Zealand Ltd 
reported an audited tax-paid 
profit of $594,000 lor the year 
to May 31 ($226,000 Inst year). 
A final dividend of 13 per cent 
is payable on August 15. 

Wilkins and Davies Con¬ 
struction Conqpany Ltd 
reported an audited tax-paid 
profit of $826,960 for the year 
to March 31 ($591,380 last 
year). A preference dividend of 
7 'Si per cent and an ordinary 
dividend of 18 per cent are 
payable. 

The week 
ahead 

MONDAY: Wine Resellers 
Association conference in 
Tauranga. 


June 23, 


WEDNESDAY: Nationd 
Travel Association cafe*, 
tn Rotorua. ^ 

THURSDAY: A faun » 
Ncvv Zealand’s future shippiM 
needs tn Wellington,sj 

by the Exports and Shippi* 
Council and to be opened^ 

Prime Minister Rob MultW 

Economic 

indicator 

A TRADE deficit of 522 mj. 
lion was recorded in the maul] 
ot April compared with j tt[l 
plus of $6 million 8 yeararfc. 

Correction 

LAST week’s front-page arti¬ 
cle under the headline “Cwfa 
takeover threat’’ incorrectly 
carried a photo of Mr Mw 
Yukich, instead of his brother. 
Frank Yukich. 

We apologise for any mis¬ 
understanding wh ich may bit e 
resulted. 


Slam the door 
on the Paper War 
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(oronecupofcoffee 5 ^^ 
and a very small sandwich) 

■ The National Business Review subscription 
costs just D2 cents a week ... a very small price 
to pay for often invaluable news, analysis and 
comment on the fast-changing New Zealand scene, 
delivered on Mondays 48 weeks of the year. 
National Business Review keeps close tabs on the 
fast-chansing New Zealand political, economic and 
business landscape and an equally close watch on - 
the information requirements of its readers. 

■ News-stand price for National Business Review 

($30.00) and companion publication NBR Outlook 
(the twice-yearly special devoted to detailed 
analysis of important national issues) is $39.00. 
Subscribe now for just $25.00 — arid save 35 per 
cent. > ■. 

■ National Business Review / NBR Outlook cover 
price $39.00 ... subscription price $25.00. 

■ To take advantage of the NBR subscription 
offer, simply fill in the Fourth Estate Subscription 
Service coupon elsewhere, in this issue; 











V’Tm 





|nnfi23,198Q. 


Nations! Business Review 

The week 


Page 3 


Fletchers-Forest Service talks on log prices 


HARD on the heels of the 
Fletcher group’s $30 million 
Lfit came discussions last 
Lk prompted by a state log 
dr arrangement which may 
have indirectly contributed to 
to* profits. 

The Government ana tne 
Foteii Service want to correct 
apparent anomaly. 

Fletchers has so far stuck to 
ib legal rights- 

The Govemment-Fleichers 
sib are one of several moves 
testate forestry. They include: 
9 A parliamentary study of 
Ac Forest Service, the 
Government . department 
«hidi grows most of the 
Mitiry’s exotic forests; 

•Talk on the Government 
tak benches of turning the 
Forest Service into a commer- 
,itl corporation; 

t A serious examination of 
alternatives to the present sys- 
wn of selling Forest Service 
limber by tender; 





Venn Young ... keen to avoid 
unemployment 

• Rc-examination of the 
regional basis on which the 
Forest Service sells its trees. 

Several factors have 
prompted the reviews. 

One is a boom in log export 
prices. Exported logs, mostly to 


Japan, arc now fetching up¬ 
wards of a stump value of $40 a 
cubic metre (more than $60 for 
A grade radiata pine), com¬ 
pared with an average of $14 to 
$18 for radiata sawlogs on the 
domestic market. 

Another is a boom in sawn 
■timber exports, which have ri¬ 
sen by about two-thirds in the 
past two years. The boom looks 
like continuing. 

Together, the two develop¬ 
ments have put a squeeze on 
supplies at a time when trees arc 
in relatively short supply any¬ 
way. 

Some smaller sawmilling 
companies have found them¬ 
selves with reduced supplies or 
no supplies from state forests. 
Tenders which would have 
secured supplies in the past 
Itavc been outbid. 

This has given rise to re¬ 
sentment at the power of the 
giant companies with their own 
forests, particularly Fletchers. 


The resentment has not heen 
helped by Fletchers’ inexorable 
determination to grow bigger— 
as in its recent bid for Carter 
Holt. 

Two arrangements have 
particularly irked smaller 
companies which depend on 
the Forest Service for supplies 
of timber. 

One is Fletchers' contract for 
local Forest Service timber for 
its Kopu mill near Thames. 
Critics say Fletchers should use 
wood from its own forests 
further south around l'aupo 
and leave state wood for those 
dependent on the state. 

The other concerns a mill 
near Taupo sold recently by 
Fletchers to Tasman. 

Tasman processes state 
wood in the mill. Fletchers 
exports lugs from its forests in 
the region through Napier. 

On the face nf it this arran¬ 
gement is above board. The 
Forest Service has a policy of 


Then,pickup the phone 
and call the country’s number one 
Word Processing people. 


You’ve got nothing to lose but hours of 
typing time. 

Dial Auokland 79B-34B, Wellington 720-007, 
orChristohuroh 799-=B88 right now collect. 

Jualleave your name and telephone number 
and one of our experienced people will make 
contact at a time convenient to you. 

You’ll hear, perhaps for the first time, the 
plain faots about Word Processing in clear, 
conoise business English. 

Well explain to you how Information oan 
bo stored and remembered at the press of a 
button, thanks to an ingenious devioe oalled 
a floppy diso". 

How fresh type oan he fed in at the same 
as the unit is printing out, cutting typing 
Ground time by 80%. 

How owning a Word Processor oan even- 
KP"® w ork flow and provide 
ui&key to a better run 
Ngsnlsatlon all round. 


'Hi 

fei! 


installing and 
regularly 
maintaining 
the system 
that’s right 
for you. 

We’ve 
recently 
Installed our 
lBOthCPT 
Word 

Processing 
Zealand. After 


ml a® si m 


[A r\o» 




gg 


Processing I : " System In New 

Zealand. After ^ : two short years 

we’re now number one in the 
field. The reason for our suooess is the reason 
you should piok up that phone: we believe 
that service and baok-up support are as 
important as the equipment itself. 

When you’ve satisfied yourself that we're 
worth at least a ohat then call us. 

Rather than smother you with glowing 
self-penned testimonials, we’ll suggest you talk 
to some of our. satisfied clients personally. 
Hear/See for yourself how they’ve beaten the 

paper war, _ ' ■ 

Meantime ollp and post this ooupon for 

kb- more faots. . 


&&an°.m Wowi Pressing oan . 

possikP 0p P orfcu hities in your business not 
with conventional typewriters. . 
£,H our Prsaent secretarial and typing 



lint selling sawlogs to a com¬ 
pany which has its own supply 
nf sawlogs in the region con¬ 
cerned. 

Tasman has no such supply, 
but Fletchers, which has a 
majority of shareholders in 
Tasman, docs. If it still owned 
the Taupo mill, it would have to 
put its own logs through it or 
leave it idle. 

But export logs are much 
more profitable than sawn 
timber. The state price to saw- 
mil lers is not covering the real, 
inllatiun-adjuMed com of 
growing the trees. 

The Taupo arrangement 
amounts to a state subsidy of 
profitable Fletchers exports, 
critics say. 

Not so, says Fletchers. Tas¬ 
man is a separate company. 

The Knpu arrangement does 
nut infringe the rcgimtal rule, 
since Fletchers has m* (uresis in 
the l!urnm.mdcl rcgimi. 

But the Forest Service is 
transpurimg lugs from Kain- 
garua fnrest in the Roidriu- 
Taupnaro.i in make tip supplies 
in the < Inromumtcl area gene¬ 
rally. 

And Forests Minister Venn 
Young says that lunger 
haulages ni lugs nnw.uiavs 
warrants a re-examinatiim n| 
the regimis to see it they should 
be rede tilted. 

'This is mm- K ing done. 

Kel.iv.uu »n i>f ivpi'iial 

hi>undarics could put the Kopu 
state supply in long-term 
doubt, l itis ismte »t the means 
of leverage the Li i ivemntem has 
in its discussions with Tie tellers 
over the Taupu mill. 

Forest Service director- 
general Mick O'Neill says the 
service is aware of the apparent 
anomaly over the Taupo mill 
and warns io correct it. 

But he acknowledges there is 
limited room for manoeuvre, 
since the Government wants io 
maintain log exports — not 
simply to capitalise on the 
current high prices, but to keep 
open one more option for the 
1990s when large forest sup¬ 
plies will become available. 

A minimum level of log ex¬ 
ports is necessary to ensure 
ships will call on a regular basis. 
Young says Fletchers is a 
“reasonably important part” of 
this. 

O’Neill describes the current 
rethink of Forest 'Service 
policies as a “balancing act”. 

A balancing act of a different 
sort is involved in the question 


uf ensuring mure equitable 
supplies to sawmfilers. 

If the Forest Service wa. an 
independent company, with 
thoughts only of maximising 
slmri-tcrm profits, it would be 
shipping as much wood mil of 
the country as it could in die 
form of logs. 

That way it would get for its 
logs three times or more the 
price it gets selling to saw- 
millers. 

Alternatively, the Forest 
Service could demand from 
sawmfilers u price much nearer 
the export rate. 

Bui social considerations 
intervene. Young is keen to 
avoid unemployment us a result 
of arbitrary closure of sawmills 
— specially when exports of 
s,iwii limber are booming. 

And longer-term commer¬ 
cial considerations counsel 
c.n n mu 

Young sees log exports as “a 
valuable snleiv valve, bin we 
wouldn't want to build an in¬ 
dustry oil it". 

He is more concerned that 
some sawinillci s have been leli 
without supples because the 
tendering svsteiu has a I located 
short supplies !■ ■ higher bidder > 
elsewhere. 

Tints, he and the Forest 
Service lire looking at alterna¬ 
tives !<• more lauly disiuhuie 
supplies. 

Two .liternames being ex¬ 
amined: auction and individu.il 
negoiiiiiiiiit. ’Target dale lor a 
solution' September, in nine toi 
the planned Fore-ary ‘‘onto- 
re nee 

Bni. however much Young is 
contented with employment 
cl I eels, he also feels bound t" 

: ensure the return on state fo¬ 
rests is not tub low. 

This is not just in the inter¬ 
ests of ensuring a good return 
to the taxpayer, bui also to 
avoid undermining ihe value of 
pri vainly-owned I a res is. 

He may be under pressure 
from the saivmillcrs. But. ihe 
new-breed MPs on the party 
back benches are no friends of 
state subsidised log sales. 

There is thus some support 
on the back benches for the 
notion that the Foresi Service 
should be cut adrift from poli¬ 
tical control and given a more 
commercial brief — perhaps in 
the form of a corporation. 

However, such suggestions 
are some distance away from 
being adopted as formal 
i Government policy. 



Friendly Computer Syslhms.to 
ment your naeda exapjly 

AUCKLAND 798-977- WELLINGTON 699-014 
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Auckland: Poenamo Motor Hotel 10 minutes 
from the heart of Auckland, on the North Shore. 
Designed around a beautiful swimming pool 


err 


Auckland: Mon Desir Motor Hotel Set amidst 
beautiful native Pohulukiiw.i Irrvs on the North 
Shore's TaLipuna Beach, jusl 10 minutes from 
Auckland City. 



New Plymouth: Westown Motor Hotel 

Against a magnificent backdrop of Mt. Earnout, 
a motor hotel of international standard, located 
only 2 kilometres from the city centre. 





Taupo: Sun court Motor Hotel Beside picturesque 
Like Taupo. Our newest hotel to the Croup. 

The perfect central business stopover and ideal 
holiday stay. 







•||| 

Gisborne: Sandown Park Motor Hotel 

A luxury hotel set amidst beautiful trees and 
lawns on the sunny East Coast. Five minutes from 
the city. 


Palmerston North: Awapuni Motor Hotel 

A few minutes from the city centre? and the 
racecourse’. An Ideal location for the visiting 
businessman or holidaymaker. 


These days everyone's driving for improved business 
efficiency. So are we. Our chain of motor hotels 
is geared to meet tine needs of business. . 

For a stait there's a fail-safe message system. 

Then there's service from people who understand the 
value of time. And restaurants that know how important 


entertaining can be. Well organise a conference 

if you need it. All this plus comfort and accommodation 

that guarantees a good nights sleep. 


Abetter hotel. For better business. 


National Business Review 

The week 
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Wool Board committed to the 80/20 agreement 

irue thnr Stevens- which reauircs carnet content murW _ .. . . 


We know our efficiency drive will help yours. .. . 
Stay with us and we'llimprove your out-of-town busine» 
By simply looking after you. 


HAIMS that Stevens- 

is “ready to go" with 
carpets have not gone 
ijoiiced in the wool industry 
ZmA reaction, predictably, is 

unfavourable. 

A Wool Board spokesman 
aid the board was totally 
committed to support or the 
jO/20 gentleman’s agreement 

( Continued from Page 1 

Bat letter was sent in May. 
jfo concrete action by 
fcjams-Schneider has fol- 

kni ... 

Informed sources claim that 
Suveos-Bremner has already 
effered Australian carpet 
dealers prices to a sample for 
wiihetic carpet from New 
Zealand and the United States 
-hotneof irs50perccnt owner, 
jPSfcvens and Co of New 
York. 

Onecarpei buyer, Char mans 
((Sidney, said it could neither 
ionfum or deny offers by 
; Skims-Bremner. 

But Sievcns-Brcmner man- 
ipng-director John Roy told 
it Auckland Shir (June 12, 
] IY50): “We're ready to go". 
Given Government ap- 
pwilind orders, his company 
asild be producing synthetic 
i cupels in two months. 

Access to the Australian 
■ nuket hinges on a Nafta 
| Schedule “A”' deal, an inter- 
rJusny arrangement between 
unufacturcrs on both sides of 
te Tasman, ratified by both 
tatranenn. 

[ Tlte foundation to this ar- 

^ment is a gentleman’s 
ipconfm by manufacturers in 
M cmintries not to export 
»iuiicticcarpets to each other’s 

KtltfS, 

^ttw-Bremner is not a 
wrakcr of the Carpet 


which reaiiircs carpet content 
to have at least 80 per cent wool 
content for Nafta trade. 

Synthetic carpet production 
would be at the expense of the 
domestic raw material, "which 
wouldn’t make sense,” he said. 

While that would be the 
board’s stance on production 
for the domestic and Australian 

Manufacturer’s Association 
and is not bound by this 
agreement. 

Under the Nafta arrange- 
ment. New Zealand and 
Australian carpet manufac¬ 
turers enjoy duty-free access to 
each other’s market. 

New Zealand can export a 
quota of 2.1 million square 
metres of carpet to Australia 
and the Australians can export 
up to 200,000 square metres of 
carpet to this market - bo (ong 
as the carpets exported arc at 
least 80 per cent wool. 

Last November a deal was 
struck between Australian and 
New Zealand carpet manufac¬ 
turers to increase both quotas 
by 400,000 square metres. This 
was to have become effective by 
April 1. 

New Zealand exporters have 
been filling their 2.1 million 
square metre quota without 
having to divide the quota 
equally among manufacturers. 

Horc said the small Aus¬ 
tralian 200,000 quota into New 
Zealand was filled by October. 

The quota year runs from 
July to June. 

Now the Australians want 
the additional access lor the 
400,0000 square metres 
promised. But, Hure claimed 
the New Zealand Government 
delays caused by the Millitron 
affair have delayed fulfilment 
of this promise. 

Under the Nafta agreement 


markets, its position on 
production for other markets 
was “neutral", he said. 

It was a commercial decision 
for the exporter, "but not to be 
welcomed,” he said. 

He said the board had heard 
suggestions that Stevens- 
Bremner was offering synthetic 
samples to the Australians, but 

New Zealand enjoys duty-free 
access to the Australian market. 
American carpets attract a 30 
per cent duty and Canadian 
carpets a 22 '/j per cent duty. 

The Australian Industries 
Assistance Commission has 
produced a draft report cri¬ 
ticising this arrangement, say¬ 
ing “it paid no regard to the 
Australian consumer or inter¬ 
national comparative advan¬ 
tage’’ and was the “antitliesis ol 
free trade." 

The I AC’s final report is now 
before the Australian Govern¬ 
ment. 

The gentleman’s agreement 
not to export synthetic carpets 
underlying the Nafta 
agreement is n temporary one to 
be reviewed cadi year. 

Because the agreement is 
voluntary, there appears to be 
nothing to slop Sicvcns- 
Bremner making and exporting 
synthetic carpet. 

Horc said that under the 
preseni duty structure, 
Stevens-Bremner could 
probably land synthetic carpets 
in Australia paying only lUpcr 
cent duty. Bui his federation 
would oppose this with repre¬ 
sentations to the Australian 
Government he said. 

An added duty might be a 
way of compensating Aus¬ 
tralian manufaciurers for New 
Zealand's advantage. 

Following the New Zealand 
Industries Development 


said there was "no evidence" 
and he had heard these were 
samples of a North American 
product. 

Federated Farmers is con¬ 
cerned about a number of 
aspects - particularly the pros¬ 
pect of synthetic carpet ex¬ 
ports upsetting trade 
agreements. 

Commission's recommenda¬ 
tions on the textile industry. 
Government took synthetic 
yarn off import licence effec¬ 
tive from July 1. 

Thus there is nothing to 
prevent Stevens-Bremner 
from importing synthetic car¬ 
pet yarn and making synthetic 
carpet for either the New 
Zealand or Australian market. 

Wool yarn costs about t3.R0 
a kg, nylon about 42.8U. 

The New Zealand market 
has become highly cnsl-cnns- 
ciuus and cheaper synthetic 
carpels probably would lind 
ready accL-ptance here. 

Tit is would give Stevens- 
Bremner added ihroughpiu lor 
its Millitron machine. 

But Slcvcns-Brcinner’s 
competitors claim that wool- 
rich carpel, made from in¬ 
digenous resources, is our l , '*ric 
and that any move inio symb¬ 
olic carpet would divert the 
industry front designing high- 
priced, high-quality wool car¬ 
pet for export. 

The Australians are against 
Stovens-Breinncr’s synthciii 
carpets for a different reason. 

Australian synthetic carpet 
manufacturers must pay about 
33 per cent above world price 
lor their carpel yarn to a pro¬ 
tected local industry (havieully 
IC1. whose New Zealand sub¬ 
sidiary Fibremakcrs NZ Ltd, 
can’t compete on price with 
imports). 


You don't close your eyes when you drive a car,, 
so why should you when you buy one? 


TOYOTA CQRON A. 

Spacious, quiet, comfortable 
the perfect family car. 

But what if you want to drive 
it like a s port y car? 




m 




A ninmlxT of tin* Snuth (Vu Mr- HciM’JLsClrniip^ 1 j’/y '•[. J y._ t.■ . • ■ V 


• . Tolophnno: Auckland 794-GM1. Wi'llingbtn 8^-754; ChnsK h ‘d'TV, Aoeri 

Or your kx.,1 Nt N™ Zwtind office 


And ut says m would need 
some pretty good reasons for 
the 80/20 agreement to be 
broken. 

Trade and Industry Minister 
Lance Adams-Schneidcr said 
last week officials on both sides 
of the Tasman had, been renego¬ 
tiating the Nafta carpet quotas 
- intended to become effective 

Stevens-Bremner could im¬ 
port its synthetic yarn at world 
prices (one-third below Aus¬ 
tralian prices) and export carpel 
to Australia with u price ad¬ 
vantage not only coming from 
Imvcr-coaied yarn hut sub¬ 
sidised by our export incen¬ 
tives. 

Any duty paid by 
Stevens-Bremner on imported 
syndic tie yarn could be 
recovered when the finished 
carpet was exported 

But that is not on. so far as 
llureis concerned. 

The New Zealand Carpel 
MniuiliiLiiirers Association 
appears imi to he against the 
maim fan lire and export ol 
synihciic carpels per , L - - 
though il is opposed to 
Sicvens-Bremner export tile 
synthetics now. 

Murray pointed out that the 
gemlemen’s agreement not to 
export synthetic carpel loe.idt 
oilier’s markets was voluninrs 
and temporal\ and up l<>r 
yearly review. 

1 1 is at least possible ihm New 
Zealand might export synthetic 
carpel ai some later date it a deal 
could be struck with the Aus¬ 
tralian industry. 

Rut Mm ray slid the 
Stevens-Bremner affair created 
a situation where New Zealand 
■ might lose Us wm4 carpet 
, market while precluding a fu¬ 
ture option for synthetic carpet. 
The LAC report under con- 


froin March this year until June 
1981. 

The new agreement was to 
help improve the balance. 

Asked if he was aware of 
claims that Stevens-Bremner 
wax offering samples of synth¬ 
etic carpets tu the Australians, 
Adams-Schneider said he had 
“no dcia ils". 

slderatiun by the Australian 
Government is likely locall for 
reduced tariffs on synthetic’ 
carpel yarn imported into 
Australia. 

If the Australian Govern¬ 
ment accepts such a recuin- 
mendarion New Zealand’s 
price advantage would tie 
reduced. 

The IAC report is also likely 
in call for freer trude. New 
Zealand’s price advantage in 
ilic Australian market depends 
tnMime extent on the Nahaile.il 
giving n\ iltity-lrcc access ami 
slapping heavy lari I ft mi car¬ 
pels (rum oilier c«mniries. 

The Sieve ns-Bremner 

synthetic carpet at lair lias also 
lie Id up another c.ir|x:i 
company’s expansion plans. 

Casileclill Spinners. a 
Wanganui subsidiary of 
(.avalierCarpets,istryingloput 
together a SI .(• million financial 
package - including Dl’V. 
mt me v - in expand its carpel 
yarn spinning fauliiv and 
creme up lo AO new jobs. 

But tilts deal is hung up, 
awaiting cljrilicuiion ui the 
Sic ecus-Bremner sciuhclic al¬ 
ia ir. 

XHli was unable u» contact 
either Dung Bremner or man¬ 
aging director John Rnv last 
v.eek.dc-spue repealed calls and 
messages lo contact tis. 

Both were unavailable lor 
comment when A’BR went to 
press. 


Meet the perfect family car. It's got 
a new standard of comfort built to relax 
in. There’s plenty of room inside. Front 
and rear. The well-planned ventilation 
system keeps the air Inside fresh. Its 
heater showers warm air down toward 
the floor so the whole car stays 
uniformly warm as well. 

Driving Corona Is relaxing too. The 
Instruments are easily and instantly 
readable. The panoramic visibility is 306 
degrees. And shifting, clutching and 
steering are light but firm 

Corona's standard of performance 
will match any sporty driving you want 
to do. Its 1300a: engine with a 4-speed 
transmission will take Corona to a top 
speed of. 160 km/h. and 0 to 100 km/h 
In Just 15.4 seconds. 


Corona is economical for a big 
family car. It rates 10.5 km// (DIN) with 
its I.SOOcc engine 

Corona's superior aerodynamics 
contribute greatly to its driving stability. 

As does its wide 1350mm tread and 
coil-spring suspension on all four 
wheels - engineering lhal results In a 
stable, smooth and comfortable ride. 

Coronas are built to last Tough 
undercoatings, thick enamels and anti¬ 
corrosive treated sheet metal make 
Corona truly rust resistant. Plus, Toyota 
pays the attention to detail in production 
that makes certain each Corona Is a 
top-quality car. 

Toyota Corona is both a perfect 
family car and a fine touring car... 
thanks to Toyota engineering. 

THINK IT OVER, 

^TOYOTA 
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Editorial 

STORM clouds arc massing over New 
Zealand's priviligcd access to the Australian 
carpet market as financially troubled 
Stevens-Brcmner prepares to export 
synthetic carpet across the Tasman. 

The Australian market accounts for60 per 
cent of nil our wool carpet exports, and it Is in 
woollen carpet manufacture that this 
country traditionally has excelled. 

Stevens-Bremner’s. anxiety to make 
synthetic carpets Is understandable. It wants 
to make better use of the $6 million Millitron 
carpet-printing machine which It set up in its 
Foxton plant. That machine was designed to 
print synthetic carpet. 

While it has become increasingly clear that 
the AiilHtron is grossly underutilised, 
Stevens-Brcmner hns seen synthetic 
production as its snlvotion. Stevens- 
Brcmner managing-director John Roy has 
said the company is “ready to go” and —given 
Government approval and orders — would' 
be producing synthetic carpet in two months. 

But synthetic carpet exports to Australin 
will have serious consequences for n trans- 
Tnsmon woollen carpet trade based on a 
gentlemen's agreement between carpet 
manufacturers tn both countries (to which 
Stcvcns-Bremncr is not a party) that exports 
be restricted to goods with at least an 80 per 
cent wool content. Trade' and Industry 
Alinisfcr Lance Adams-Schneider is being 
called on by Stevens-Bremner's competitors 
to preserve that arrangement and uphold the 
Nnfta accord. 

But experience suggests that the Minister 
doesn't pay much attention to their demands. 
The same carpet manufacturers effectively 
spelled out to him in 1976 that his decision to 
allow Stevens-Bremner to import the Mil¬ 
litron meant the wrong machine at the 
wrong price would be sited in the wrong 
place. 

Without word of a lie 

Financial drama after 
the final curtain 

PLAYWRIGHT Joe Musaphia has no cause to 
applaud the final curtain’s.fall on Sydney’s Old 
Tote Theatre Company. 

Hie company went broke in August 1978. 

■ Almost two years later, only a fraction of the debts 
of more than £680,000 has been recovered. 

Former employees and the tax man - as 
preferential creditors — have received a portion of 
what is owed to them from the sale of movable 
avsets, according to The National Times. But the 
largest single group of creditors — 158 unsecured 
hackers owed a total of $334,000 -e have got 
nothing. 

Thai group covers the full range of people with 
whom the Tple dealt - printers, photographers, 
airlines, taxi-firms, direct mail and -publicity 
outfits, actors, the accountancy firm hired in 1977 
to try to sort out the company’s financial mess and 
playwrights. 

Musaphia is owed $8600 in royalties. Say? his 
legal representative. Bill Shcat: “It’s uncohsion- 
ahle that they can simply leave the creditors 
lamenting.'' 

Chocker Fokker 


National Business Review 

Comment 


'2&B. 


National Business Review 

Comment 
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The row which became public after 
Adams-Schneider announced the decision 
centred on which Jet-dying machine New 
Zealand should use and, more specifically, 
on whether Stevens-Bremner should be the 
only company provided with an import 
licence to bring a jet-printing machine Into 
the country. 

. The Industry's evaluation of the Millitron 
and other machines being developed over¬ 
seas led to the conclusion “that the Millitron 
is not the best machine for New Zealand.” 
Among other reasons, the Industry insisted 
that the Millitron had not been proved 
commercially for printing wool carpet. UEB 
and Feltex were insistent the Government 
had been precipitate in granting the licence 
to a company which then manufactured less 
than 10 per cent of the country’s Carpet ex¬ 
ports, and which had a 50 per cent overseas 
ownership. 

The major manufacturers were concerned 
(o know why the decision had been rushed 
through before they had had time to com¬ 
plete t heir cvalu a dons and discuss them wit h 
the Minister. Adams-Schneider explained 
he felt it was important that New Zealand buy 
the machine because it was the last in a batch 
of seven and the next wouldn't be available 
for two years. He didn't want Australian 
manufacturers to buy (he machine ahead of 
us. But the carpet industry was confident that 
Australian carpet manufacturers were not in 
a position to invest in a jet-dying plant at that 
stage, and that lack of a Millitron in the 
meantime would not seriously affect our 
marketing position. 

Adams-Schneider announced his decision 
as a particularly Important development for 
New Zealand, not only as a manufacturer of 
carpets but as the world’s leading specialised 
supplier of carpet wool. 

The industry countered that the 


Mlllitron’s capacity was too great. It could 
handle 9 million square metres a year, equal 
to the whole of New Zealand’s carpet 
production. And the manufacturers warned 
that their industry could buy at least two 
competing machines for the price of one 
Millitron and maintain its present position 
on export markets. 

Adams-Schneider rejected the industry 
criticism as “sour grapes”. “I must put the 
national interest first, and make fl decision, 
otherwise we’ll be waiting forever for the 
ultimate newest and best machine to be 
developed,” he said. He was "not prepared on 
the basis of speculation to gamble the 
production savings and export enrnings 
possible through the use of the Millitron”. He 
agreed the Millitron had not been proven 
commercially on wool, but said successful 
trials had been conducted on that fibre. 

I 

Adams-Schneider remains adamant he 
made the right decision. But now he is being 
called on to preserve the Nafta rules which 
prevent synthetic carpet exports from either 
country, he must be aware that his Millitron 
decision was made contrary to the advice of 
the carpet industry and that events have 
proved substantially correct the arguments 
of his critics at that time. He will be acutely 
aware, too, that Horewhenua — where 
Stevens-Bremner's Foxton plant is based, 
and where the troubles of Fibremakers in 
neighbouring Shannon pose another bundle 
of poUtically-sensitive problems - is n 
marginal seat for incumbent Government 
MP Geoff Thomson. 

The decision is simple: buttress Stevcns- 
Brcmner by giving the okay for chat com¬ 
pany to use the Millitron to print synthetic 
carpets, and threaten our woollen carpet 
trade with Australia; or heed the warnings of 

Brockie’s view 


the big boys whom he Ignored km tWu, 
Stevens-Bremner do what it can to 22 
its position in the woollen carpet buZT 
and uphold the agreement on whlchiJ 
trans-Tasman carpet trade is kJZ 
Above all, he must act in the national InttM 
he Insisted was uppermost in his cot£ 
atlons in 1076, even If the cost Is 
pride and loss of face. 

Adams-Schneider, of course, Is embrolld 
indecision-making issues with much gram 
implications for the future of thisnatiomha 
carpet sales. His departmental expense 
among those calculating the merlu oft 
number of energy-intensive project* fai 
will consume South Island hydro-gencratH 
electricity. Negotiations' for a 
aluminium smelter, for example, fort 
reached the critical final phase and all Ux 
remains to be determined is the price u 
which we can advantageously sell & 
300GG\Vh required for a second smelter. 

The Government's eagerness to (m 
these developments 1ms come underpin 
of criticism and figures have been bandied 
about to cast serious doubts about the | 
economic viability of some projects. Mfak i 
ters like Adams-Schneider rebut die j 
doubters with statements that molotaiith \ 
schemes arc both worthy and in dienaoud < 
interest (although they remain reluctulM ! 
produce data so we can try to calculate f« j 
ourselves the benefits and disadvantage ■ 
The Millitron experience gives every good ' 
reason to be sceptical about ik 
Government's great expectations from re¬ 
source development. If the Minister sad Wt 
advisers can't get the little $6 million 
schemes right, they can't expect us to bcHtu 
they will be any more successful ii 
promoting niiilil-niilllon-doUar behemoth'. 

Bob Edik 


grounds Okker . . lull Fokker Friendship left the carmack had been seriously ill since she was admitted to the 

, IDV , , J ■.. our Okker on the ground, perhaps to Princess Margaret Hospital cardiac care unit in 

AIR New Zealand might lose. 520 million this P 0 *™* on an answer to our cultured Kiwi. . Christchurch on June 7. 

■^arv But airline cmployees havcnT lost their , , - • . „ ' But ppt *s ill as the Guardian would have its 
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It seems un importunate Australian business-. , - t ■ ■ ■. , * J obituary under the headline, 

man was stranded in Blenheim on his, way to’ guOSt WritltlS ’‘Solved her last case”. 

Wellington on Air New Zealand. The Wellington ° .P -. 
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, i,j . l ’ reported thfct PameNgaioMarth was in a com- r_ M ' . 

: Still, he irfed to throw hts weight and mpor- forwble Condition and receiving visitors, ob- I OF a Silent SCM12 


Delicensing will strengthen freezing industry 



by John Foster 

THE export freezing industry has lived in a state 
of protection for almost 50 years. Under a com- 
biiSion of licensing and price control, the in- 
ijstry has developed a purely cost-plus ap- 
cittch, raising its killing fees at frequent inter- 
nb Because of declining productivity and 
apeoditure on hygiene, increases in killing fees 
far outstripped inflation. 

Government removed price control last Oc- 
rober. The Meat Amendment Bill No 2 before 
Puliiment will largely remove the restrictive 
cotureof licensing. This move is essential in the 
sbrat term to enable new facilities to be built to 
sovicethc rapidly expanding sheep and lamb kill. 
Iiis highly desirable to promote motivation and 
(boge within the industry but because of the rime 
involved in commissioning new works this factor 
rilonly be achieved in the longer term. 

Arising from the threat the introduction of ihc 
duio slaughtering system brought in increasing 
dK productive capacity of freezing works, the 
Saughceringand Inspection Amendment Act was 
(U&d in 1934. Any applicant seeking to build or 
tumd a freezing works had to prove “economic 
Dtctuity or justification" for the proposal and 
-Imv "the probable or possible effect on the 
ihliiy of existing licensees to obtain regular 
applies of stock sufficient for the reasonable 
requirements of their business". This criteria has 
rawined in force ever since. 

The 1934 legislation has been so effective it has 
■fossilised’’ the industry. Of the 36 works in 
^ration in 1934 only the small works at To- 
hc-maru Bay (1952) and Ngauranga (1973) have 
dosed. Where else in the history of commerce 
iculdyou find such a survival record? 

Since 1934 livestock numbers have more than 
Jutted and the kill trebled. The kill has been 
xiommodaicd by existing works typically tre- 
Nmg their size. 

This protective barrier has produced an in- 
Ai'iiy whose cost structure is high, particularly in 
umpsrison with Australia. In the world sheep 
i/tJkmbexport trade New Zealand accounts for 
5u per cent of the tonnage. The health of its 
livestock is the best in the world. The average size 
dvoAs is large by international standards, en- 
mgeconomics of scale, which was the basis lor 


the industry increasing existing works, asopposed , 
to building new ones. The average national wage 
level is lower than in Australia. The indusny is not 
undermined by large exports of livestock. 1 

With these advantages, our sheep and lamb 
freezing industry should be demonstrably the 
most efficient in the world. This is not the case and 
in any analysis such a long period of licensed 
protection must be the number one target for 
blame. Competition is the only solution. 

This is not pure theory. The W Rich¬ 
mond/Dawn Meat joint venture, Pacific 
Freezing, opened its beef works in Hastings in 
1974. It adopted the Hawke’s Bay level of killing 
charges which were marginallv below those 
operating in the rest of the North Island. Sub¬ 
sequently, as a result of competitive forces a gap 
opened up between Hawke’s Bay (whose rates are 
set by Whakatu) and the rest of the North Island 
(whose rates are set by AFFCO). 

In 1978 Pacific held its fees while other com¬ 
panies increased theirs. Pacific’s beef killing fees 
are now only two-thirds of AFFCO’s. 

A graph sets out the changes in the AFFCO, 
Whakatu and Pacific rates. This clearly shows that 
the introduction of Pacific’s competition has held 
down the Whakatu rates. 

The question must be asked - what would the 
Hawke’s Bay beef rates be today but lor the in¬ 
troduction of Pacific? 

The most basic reason behind Pacific’s success - 
it has killed over 500,000 cattle since it opened, has 
an impeccable industrial record ami demonstrated 
that the industry heavily overspends on capital 
projects - lies in the fact that it had to succeed. 

It was a joint venture built by two small com¬ 
panies, both of which were in difficulty, either 
obtaining killing space in existing works or having 
its product processed to its particular market 
specification. 

The Bill will not change anything overnight 
F.ven if all the planning is done, a now 
freezing works takes two years to build and two 
further years to commission. This shows the 
industry’s request for 10 years notice “f 
delicensing to be as ridiculous as it is. Alsu, the 
high capital cost of new works will restrict the 
number of new works being built. 

The immediate concern is how will the industry 
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Joint efforts open door to big deals 


by Allan Parker 

WD little tale — ease one: It involves n small 
^acnirer of a specialised, hi^h-qualiiy con- 
^ product * n onc our provincial centres. 
Inis particular manufacturer was rather keen 
, I* ac t together in the export field and 
to participate in unc of the CJuvern- 
T^ponsored trade fairs in the United Stutcs. 
big chain store buyer: "Those look preuy 
Pnce seems right, too. How many cart you 


^Zealand manufacturer: "Fifty." 
ir.- vv,*^ Sl0rc buyer: "Good, that’s for the first 
H 7 ° w ' ^ 0W a b°ut the rest of the year?" 

manufacturer: "That’s for a 
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time ago? Not heard much about.it ^ . 

yod? • 

Seems the DFC was W - e*ne j 

private New Zealand shareholding s f ■ , ■ j 

. Prince Nawafs 510 million state- ■ ■ i 

. ■ DFC executives suggest j 

■ resounding silence is that np one. . . ■ . - j 

' V The same DFC peoples.* WjijjgA* i 

■ in the pub' and private pattjfS; . .ujugtt PI 

somehow think the fopi*! 

: ..' DFC traded , that qpromdpd?. ; - j 

• million inve stmem. 1 :,.'' i ^ 

: . : I 

eib/4'lA A.rAniclaroH nl ihTlftfillOn Wh -V.Lilirtt. V'• I 


^rfdeal° rC bUyef: 4<SOrry> fcIIa '" 

Mves r 6 “! case tW0! Th' s one * n ” 

v, ® ‘“b-processing project between a New 
company and the Soviet Union, 
j, P r ° iect calls for the New Zealand company 
[fr an J export the catch from a large Soviet 
lK°® t , ncet New Zealand waters. 
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Hula-ill il ll ” tQ process the large quantities 
ff of ^ u 8 h ^ b y ^ fishing fleet. 1 

New Zealand, we pride ourselves on 
D^jVp. J tQ Produce short-run orders, to Fill the 

WJf , big mass producers can’t be 

touching. 

“l/ation, weare told; flexibility and 
rill min. t0 otehes in huge overseas markets 

A SitiUn t0flhemire . 

sift, Q u ® n ^ument that is hard to disagree 
On find ^"ufacturers have proved that they 
'trvice, PWt mar ^ ets by providing this type of 

tot we as a nation be prepared to accept 
^bikkitt? 11 WC COliW out bunting ih«? 

l? u Wharv^ described above have 

J* renS lcd V l ? ow "“"y Iost export dollars 
^ofdM|M Csen ^ 1 how often is this sort of 
not isoiar,ff^ TClse ^Ppening? Certainly, they 
• Hie tnatances. . . ' 

Wtj^ .^obvious, most will say. Our re- 
®J ted * capital scarce, and manufac- 
00 Small to contemplate large-Stale 
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cope with the sheep and lamb kill that will escalate 
sharply in the future. 

While farmers are building theirlWks, they are 
simultaneously suppressing the kilt. In addition 
there is a biological lag between increasing a llnck 
size and the increased kill resultant front if. 
Between June 1975 and 1979 North Island sheep 
numbers increased 18 per cent. Between the 
1975/76 and 1979/80 June-ended seasons the 


total North Island kill will rise only 9 percent. 

It is realistic to expect an increase in the total 
North Island kill next season of 2 million (12 per 
ccm)with a further 2.5 million being added by the 
1983/84 season. 

It is equally realistic to forget about the chances 
of having a climatic season like the current one 
which reduced the peak demand on killing space 
and extended the length of season. 

Pacific Freezing hns been rothe A5eat Industry 
Authority twice and argued against five objecting 
companies for 46 days over it’s plans to huild a 
three chain sheep works near Dannevirkc. Much 
of the debate centred on future sheep numbers. 

Pacific’s forecasts were the highest put forward 
and were rejected by the authority. 

T he 1979 sheep census recentJy released, nmv 
shows that Pacific’s sheep forecasts are too low. 
Four years have been lost. T he works when finally 
built will cost more than S10 million more in 
capital terms and by then farmers will have in¬ 
curred additional costs through an inadequate 
killing service. 

Finally, the industry alter such a Jong period of 
protection, is in desperate need of change. Change 
is mure likely to he promoted by a ness company, 
building its first works in that it is not inhibited by 
prior capital investment decisions. 

Many industrial studies have shown the smaller 
young company in be more innovative. The new 
Bill will promote change and m the longer term 
the industry will he stronger for it. 

JOHN Foster is the general managers! Dawn Meat 
New Zealand Ltd. 


operations of the type best suited to the large-run 
mass producers. 

In many cases that is true, but it need not be 
always. We do not need to suffer an imaginery 
inferiority complex because we think something is 
too big to handle. And offering manufacturing 
licences to overseas companies need not be the 
only answer. 

Let’s take the two cases mentioned above. 

In the first, the manufacturer could have joined 
forces with a competitor to supply the export 
order to the United States chain store. And, in the 
second, the New Zealand fishing company could 
also have combined with others in the field to 
establish a joint processing operation. 

But no. Both deals fell through because the two 
New Zealand parties could not imagine linking up 
with competitors. 

That’s a fair enough argument when you are 
talking about the home market. Everyone wants 

their share of the market. 

But need that position apply when a totally new 
market is in sight? And in these hard times, who 
can afford to ignore any share of a new market? 

The necessity to maintain conftdentialmy 
among competitors joining in such an exercise 
does not have to be the problem « might at first 
appear. How often do we hear, for example, that 
pricing for export sales should be treated as a 

completely different exercise, anyway? ■ _ 

Or a third company could be established by two 
competitors, with new staff, to handle the export 

side of the business. . , . • ■ . 

- There are, of course, bound to be some prob¬ 
lems and suspicions. But given toe right amrota, 
there is no reason why these * 

ironed out and suspicions cased. Particularly “ 
there is a profit in it for.everyone. , , 

For the last hundred years we ^^arded 

ourselves as a small, isolated backwater tn the 
^But^epirformances of some of wrexporter* 
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, principle in these straitened dgys-^ y/.y;. 
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Our 

group health 
benefits 
are unfair 


to our competition — r . (Tiur^—l 

which means they’re IN ,L - 

very fair to you. frMM 

Group Health is our name and I - 11,1 

health care cost protection Is our [ -Jwrft 
job. A job we’ve been doing well fj v jQ s ‘jmwl r s 

for almost a decade — paying uTl 

benefits to thousands of Individuals Jffl A r 

and members of employee groups izim i/ y, (, ' f tUV 

without hassles, without causing xT ^ 

Maybe It’s time you studied or J | | P 

revised health care cover for you q fj u| 1| I H rtT i 

and your staff. Did you know, for I. ‘M; 

example, that we are the only 
society that rebates 90% of the ^ 
actual cost of both surgical and medical hospital costs? And that's for 
any member of the family affected — not just the executive or 
employee. 

We do better by offering flexible ‘‘benefit units" so you can meet the < 
soaring costs of surgical or medical needs. And we 
are known to do better in the way of Introducing benefits such as 
sterilization or oral surgery. 

A get together with one of our representatives will prove 
worthwhile. You'll discover why unfair is fair. For you, your family and 




your staff. 


Group 





: : - we do better for you VI 

Phone.* Auckland t- 771-556; t Wellington 735'T12, 

. Christchurch 64-930, Dunedin 770.620, Tfturanga 89-7 7^. \ 

Group Health Co*op«ratJve Society Ltd. f. 
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Bringing back 
bacon and eggs 

M UCH has been said about the 
present pig stock surplus and 
the amount of pork that has 
been imported. 

The fact is that up til! last 
Christmas we were oil des¬ 
perately short of pork for 
processing. 

Throughout the industry, 
sales were good up till Christ¬ 
mas. Very few operators were 
holding surplus stocks after 
Christmas. Since then pork 
sales have slumped, which 
means that pork producers have 
had to carry their pigs on to 
baconers. At the same time, 
bacon and ham sales have been 
slow during the same period. 

Net result is that without any 
increase in production a stock 
surplus has been built up in a 
very short period. From a des¬ 
perate shortage at Christmas, 
wc changed to a strrpius situa¬ 
tion by the middle uf February. 

Our recent price lists arc in¬ 
dicative of the industry 
throughout New Zealand — 


wc have to be competitive - 
and show a substantial drop 
in rhe wholesale price of bacon 
and ham. Since April 7 1980 till 
May 26, a period of only seven 
weeks, our wholesale prices for 
bacon and ham have dropped 


28 cents, and 33 cents per kilo 

respectively. 



April 7 May 26 

New 

Old 

Price 

Price 

If 

Flat sides 

9 

3.60 

1.68 

Rolls 

4.40 

4.50 

Middles (let 

4.32 

4.40 

Middles rolled 

4.60 

5.00 

Middles rlndless 

5.40 

5.50 

Shoulders flat 

3.60 

3.75 

Shoulders rolled 

4.40 

4.50 

Raw hams 

4.07 

4.15 

Rolled raw hams 

4.00 

5.00 

Cooked flat ham9 

4.70 

4.80 

Cooked pressed 



hams 

5.72 

5.80 

Pressed ham 



halves 

5.92 

6.00 

Cooked pressed 



shoulders 

5.40 

5.50 

Tasty all pork loaf 

360 

3.60 

Prestons 

4.90 

5.00 

Pure laat lard 



(bulk) 

4.80 

1.14 

Pork flitels 

4.80 

4.80 

Bacon bonas 

1.00 

1.00 

Trotters 

1.60 

1.80 


D02 

Doz 


We feel the industry is 
playing its part in bringing 
bacon and ham prices to more 
reasonable levels. 

At the same time we have the 
greatest sympathy for the pig 
farmer who has suffered a drop 
in the price of pigs by some 
20-25 cents per kilo, which 
makes the difference between 
making a reasonable profit for 
the work involved, and losing 
heavily. 

For example, this week a 
local pig farmer purchased four 
tonnes of mcatmeal for about 
$960. How can he possibly 
make a profit at todays’ prices? 

The Pork Marketing Board 
did a good job in buying up the 
surplus pigs* as they came to 
hand, but very soon the surplus 
outstripped their financial re¬ 
sources, and the money the 
Government was prepared to 
let them have on overdraft, with 
the consequence that pig prices 
have equated themselves to the 
Pork Marketing Board floor 
price. 

Looking ahead it would seem 
that the overproduction will not 


last too long and, because of the 
big price drop, in a few months 
we shall see a far greater pig 
shortage than we have expe¬ 
rienced recently. 

When will we see some form 
of stabilisation in the industry, 
where the farmer and the 
processor will know for a cer¬ 
tain period ahead .what the 
prices will be? 

One of the problems is that 
with such a small population a 
swing of just 3 or 4 per cent in 
production can place us is a sit¬ 
uation of surplus or shortage, 
neither of which we can handle 
very easily. 

Much of our problem goes 
back to when a great noise was 
made that we had found tri¬ 
chinosis. 

Since that time our pigs have 
been banned in many countries, 
and how many cases of tri¬ 
chinosis were found? So few, 
that not many fingers were 
needed to count them. 

With the passage of time the 
Pork Marketing Board and the 
Bacon Curers Association have 
come to the realisation that they 


are interdependent. Good 
relations, co-operation, and 
more importantly trust now 
exist — something not evident a 
few years ago. 

At this time, the Pork Mar¬ 
keting Board is promoting both 
pork, and bacon and ham snlcs, 
in the knowledge that both 
areas need to increase sales if 
their large pork stock is to be 
dealt with quickly. 

We in the bacon curing in¬ 
dustry will certainly do our bit 
in both sales and promotion, 
helping to bring back the ren¬ 
owned breakfast of bacon and 
eggs. 

Gordon Vogthcrr 
Hastings Bacon Co Ltd 
Hastings 


Locating 

economists 

I CANNOT understand why 
}our anonymous economics 
correspondent (NBR May 12) 
thinks that economists “such as 
those at the institute” are so 
constrained by a framework of 





Politics 


economic analysis fa, 
dogmatically avoid, „ 2 
somehow not equinoed l 

handle locational aspem 5 
economic activity. 9 
J 0U S ® respondent p* 
ably should know that we have 
completed a substantial imouj, 
of project work on the econ¬ 
omic implications of location 
and transport. 

I have always argued thr 
regional policy should be based 
on more than a narrow ecoo- 
omic assessment and also that 
die nature of the regional 
“problem” must be ideuifcd 
before corrective policies aa 
be introduced. 

Therefore I would not te 
dismissive, as your correspon¬ 
dent is, of Dr Scott's conclu¬ 
sions in this area. 

I think it essential that ibe 
"problem” be identified aid 
understood before corrective 
measures arc taken, particular¬ 
ly as the corrective measure^, 
even if they only tnvolvexnng 
up machinery for integrating 
regional grievances into thr 
planning process, arc iw 
without direct cost. 

And, more impcruoil;. 
corrective measures to ««■ 
come perceived problems 
which may in reality have little 
substance, may be, indirect!;, 
very costly. 

I am nut against a rcgiotul 
economic policy and in fact 
outlined at wane length, u 
previously published nutftul 
what I thought such a pvfc 
should encompass Bui now I 
think there is comidcuNe 
danger thni national economy 
problems will be seen in mu* 
regions as regional, rather dun 
national problems cnccwii- 
ing an inappropriate rcspiflH 
Your correspondent's cflon- 
seem more designed to heigh¬ 
ten this confusion than reduce 

it- „ 

A brief comment un lew 
O’Brien’s article (in the 
issue) on "Quarterly Survey*: 
Business Opinion" results. 

We have generally w* 
aware of the problem A 
“forecast feedback", but more 
in relation to fiwwj 
Predictions than the Sumy 
Business Opinion. Inow«F 
rience the survey responded 
generally form a fairlyrpeiajw 
and honest view of the ft® 
situation. Hut 
of forecast error with 
Pnhiictions is that whcn 

view ahead is gloomy^ 
ivc action is encouraged 
vice versa. m 

Kcrr yMcDonaM 

Dktcitf 


A REVIEW of Dr j* 
publication, -JE 
Development OgJ Bl| 

and Policies: An APP*^ f 

appeared because . 
valuable reward« 

Any crl deisms w< w 
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sdtute were baBed JJUiial- 
previous reports on r *S 
development. , me( jw 

These reports 
go beyond jj end 

study soc a ^ ] C factors, 

environmental f ^ 

instead they were P^^ 
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Is Labour Party ready yet for the fast-trackers? 


by Colin James 

BLEEDING in public is a 
Labour specialry, just as it is a 
National rarity (note Remue- 

13 So much is it part of Labour 
BMCtations, that bleeding 
otercandidate selections was a 
kjiod for bringing the selec¬ 
ts forward. The earlier the 
toctioiis, the reasoning went, 
4 k longer the time available to 
jnecthihem over. 

Uitwcek the party seemed 
to be coming out in a rash of 

nsigittiions. 

First George Madden, 
duirman of the Onehunga 
Labour electorate committee, 
fcn Balmoral branch chair- 
xjd Jack Hughes in Eden - 
I 4 oldermcn,both concerned 
iSwt selection procedures. 

Was fast-track party pre- 
■Jeiu Jim Andcrton coming 
jbinck? Not yet, as it aimed 
4 . The "resignations" were 
Mchai they seemed. 

More of that below. First, wc 
■jght inquire why it is that, jusi 
.ten Labour has given more 
pair io the electorates in 
doting MFs, sonic local uf- 
fdils should be making an is- 
s; of demands for yet more 
-ulsjy. 

Vmc of the answer lies in 
VJerion himself. The very 
,i:litics that make him a 
lining figurehead against the 
:-.m\ enemies also inflame 
;-'.»in,iJc the party. 

Taich him next time lie is 
- itr pressure on television us 
l:*i> last week. 

Ilf has the same quality as 
--Prune Minister of rolling to 
•‘tifcofi punch and coming 
another tack - but on 
'.feive. Anderton has the 
Vil.r-piiician’s instinct of 
'f'fflrtiing himself be put on 
'-'fWcnsivc. 


If his presidency works for 
the Labour Party, which by and 
large it seems to be doing, it will 
to a fair extent depend on the 
quality of second-string or¬ 
ganisation figures. 

I will come back to that later. 

Meantime, the quickened 
pace of change is making older 
party stalwarts nervous - some 
anticipating nonetheless an 
overall good result, but some 
retreating into a bewildered 
belief that the party has fallen 
into unreliable hands. 

This seems to be at least 
partly behind Madden’s 
departure. 

Madden’s outspoken cri¬ 
ticism of Fred Gerbic and his 
head office backers before the 
selection meeting and his sub¬ 
sequent huff was comforting to 
a National Party looking for 
exploitable material in the 
“Anderton’s people" line about 
candidate selections. 

Reliable information is not 
easy to come by, though it docs 
appear his actions may Have led 
to some limited cross-voting by 
Labour supporters in the by- 
election. 

But there is nn firm evidence 
of widespread defections over 
Gerbic's selections. 

Objections io his selection 
centred on three grounds. 

The first, that he was an 
outsider, was scarcely tenable. 
Though his house is in plutcy 
Hillsborough, it was in the 
Onehunga electorate until the 
1077 redistribution and even 
nmv is uiily half a kilometre 
outside it. 

The second, that he is a un¬ 
ionist, seems more angled at 
selection meeting endorse¬ 
ment »>f Gerbic by the en¬ 
gineers union which helped 
ensure pro-Gorbic electorate 
vice-chairman, affable union 
official Jack van Dyke, became 
official selection panellist. 
Given the general cry in the 


cmded - were prompted by 
matters that had nothing to do 
with the selection. 

In fact, he partly confirmed 
to me from his own experience 
claims by Scott that 20 people 
had joined the party in Eden 
since his selection, giving his 
candidacy as specific reason. 

But he is concerned that 
more weight should be given to 
local feeling in selections. 

Re-enter Malcolm Douglas, 
this time clear winner of the 
Hunua straw ballot, but loser to 
Colin Moyle in the selection. 
Some hard heads in the party 
say that it will be in Hunua 
rather than storm-in-teacup 
Onehunga and Eden, that there 
will be real party resistance to 
the candidate. 

As I said in an April column 
on safe scat selections, the straw 
ballot has become important - 
though in more ways than one, 
it now appears. 

Given official recognition 


that score 


is il- 
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kwaivc as this high 
■"iwiiivcness is to a parly 
M since Norman Kirk’s 
** had to take its poli- party fur more, not less, union 
J consolations from being representation, criticism of 
^iccrguys" on the national 
-?> ii has its disadvantages. 

.^npailivcncss is also 
; f ’ lve ; Andcrton is at lime 
' 1 i|n Pl rude. There is tin 
•i' £ iohim. 

y>nd large the edge seems 
I* rescued by charm, that 
r 1 !' quality that allows 
idlers (and rogues like 
V*T|i) t0 Hay on their 
, ® political marshes while 
■f^ink up to their knees. 

.7. 11 08,1 also breed over 
. brashness — as in a 
2®* unthinking, gloating 
• riice outside Labour 
headquarters on 
/Jt»n night when defeat- 
jjnonal candidate Sue 
. in»de the ritual loser’s 

TK 1 - VlCt0r - 

not so serious. 

**3* cnemy is 0 

especially un- 
or accidental 
% ***" sometimes do it to 
L^ypportcrs". 

2^ UH « lfc e |in gBdo not 

W 5 file must be 

^s^ dl l d>givcn 

Sri* EJ and *** chance to 
. great. 

fr om out 

** idea new ‘dea t0 

hhas turned up a 

activity 

k y 1 * 0 «m move at 
and VProve of..his 

hls fr «ietic pace 


for the first lime only this year, 
the ballot seems destined to 
gradually loom larger in the 
selection process as party 
members realise its leverage. 

This would force some ra¬ 
tionalisation of the ballot, 
perhaps along National Parly 
delegate lines, to reduce present 
possibilities for stacking the 
meeting and so the result. 

Where a clear front-runner 
has emerged both among elec¬ 
torate membership as a whole 
and in the inner cabals which 
appoint selection panellists, the 
straw ballot has been a con¬ 
firming factor. 

But where there has been 
division, the straw ballot has 
offered those suspicious of 
Anderum’s style of presidency 
a weapon of complaint. 

Anderion's problem is long¬ 
standing: how to reconcile the 
liberal, progressive middle- 
class leadership with ihe con¬ 
servative working class rank 


and tile and voting support. 

One possible solution seems 
to be slowly developing under 
the wraps of the policymaking 
process: the abandonment of 
attempts to achieve impossible 
catchall compromises in favour 
of radical, bold new policies, 
particularly in economics, 
capable of appealing to both 
sides uf the gulf. 

A tip of this iceberg showed 
in Parliament u couple uf weeks 
ago when ihc iconoclastic 
Roger Douglas pleaded a 
strong case for overseas in¬ 
vestment. 

An "astounded" National 
minister Colin Mcl.uchlun, 
following Douglas in debate, 
declared there was nothing in 
Douglas’s approach he could 
nut agree with, 

Douglas lias made a habit uf 
turning Labour ideas on their 
head, part itularly in the last tw*n 
years - and with some success 
inside the party. 


Now, in the party policy 
council, of which he is a 
member, and in buck-bench 
caucus committees, chaired by 
thrusting younger MFs, signs 
arc emerging of approaches in 
other fields that arc similarly 
radical (which is nor necessarily 
"left’’). 

This raises two questions: 

Can wc lake from the fact 
that Bill Rowling decided the 
committee chairmanships that 
he is inclining towards the 
younger, more radical ap¬ 
proach, despite his apparently 
cautious public stance? 

Is there the wit in top party 
councils to pull the emerging 
ideas together into a set of 
policies m the same time 
rccognisnhly Labour and un- 
misiukenhlv modern? And if so, 
will there he lime in sell them 
bet ore ihc I‘Ml election? 

Answer in this space in six 
months nr so. 


Do it better in a 

Bedford CF. 


IJc &0lS 


echoes of'old er? 
sotne insiders 


SCT 1 resistant 


Gerbic on 
ligociul. 

Hie third, that he was im¬ 
posed by the New Zealand 
council over the wishes of the 
local party us shown in the straw 
ballot, holds more water. 

According to my informa¬ 
tion, Malcolm Douglas easily 
won that bailor, but had no 
panel support. Dorothy Jclicich 
was second on the ballot, but 
had two local panel members’ 
support. 

This divided local support 
gave Gerbic a clear run in on the 
three New Zealand council 
panel votes, even though a 
distant third on the straw ballot. 

I don’t intend to go deeply 
into the Onehunga electorate’s 
labyrinthine politics. They 
would warrant a page on their 
own and in any case there is 
little I could add to a perceptive 
Auckland Star analysis of June 
14 by Brian Rudman, whose 
information agrees closely with 
my own. 

The point most at issue is the 
straw ballot, which is taken of 
party members who turn up at 
the selction meeting and which 
counts as one panel vote. 

In Eden, too, the successful 
candidate — Dr Ian Scott, an 
.outspoken acknowledged 
homosexual — did not come 
first in die straw ballot, but'did 
have council support oh die 
panel. •’ ! , 

Hughes, the ■ Balmoral 

chairman, was reported to be pn 

the point of resigning over jm 
selection. 

Not so, it turned out. He inr. : 

sists he is happy with. Scotts. 

selection ao?i that,bis ; thoughts. 



Bedford CF vans are so versatile they fit 
right Into your scene — whatever It happens 
to be. That's why they’re New Zealand a 
number one selling van. 

Seventeen models to 
choose from. 

A real choice. With Bedford CF you can 
tailor the vehicle to fit your kind business. 
Round town running, stop ^ a 5. or H a Jlp® y fln 
idling — It doesn’t matter. Bedford CF can 
dolt —better. ' 

Low deposit - i v : ; 
easy terms 

For one of many reasons you may wish to 
retain your working capital j younown 
busings yet you still have the need for a 

YwrG h M°'dealer will help y°U to purchass 
rail able Bedford CF on low deposit and 
arrange repayments of the balance to sul 

- ^he^lvte^dije^n lt stop there oltHer. He'll ^ 
back up'sales with part? and--epryle. 0 ;.. 

■ buslneesreli^s on effective transport. . 


Seventeen models to choose from. 

Take a look at this for a rangel 



lengWXMtbii* 

• Rei' tomanual 

• Raar and aide loading 
manual 

• (tear and (Me loading 
automatic 



Short WhMfciM 
• neai'diJtng manual 
l Real ltd aids kwd<ng 
manual 

a fla.v «n.i kids leading 
automate 



ImiHimIUW Dud Ban Wl. 

• (Wand aid* ua«wg nam# 

• HoUaianp.. '•.andMala.ng 

mmal 

• HMMnanpna tfll nd Mlttiaeg 
Mama 



Short WhMlbiaa 
• 0 «m< engine rear and W« 
|oad<ng manual . 


LM«WhMb*ta 
• Dvm< engine rea, and mm 
loadnQ, manual 


Short WNMKiaa 
a D«ia< mania! 


Short Y(he*!b an 
• Manual 

■ Aulimtf'a . - >■ 




Long WfcMlbaa* 

• With Holden engine. 

■utemanc 



Ertia leng.WhMfelie 
■ win Holden tname. martial 


' PwC yOarsMF In the plct^im. 
*hww 

. ata^tvaiMtiii RHOottl 


eanwNrt Motoni D«u«r ■ 
wtw» jiflOHlCT trts^. 



GM 


TiSCKPCWmt 

aoJtoronrSO^an. 


oairtaai vbmirt auo i >iun 


DWME 33JBM 


•. of resignation - _hurried^rtS|; ^ t 
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MORE POWER, LESS COST, GREATER SIMPLICITY 
TO MEET THE CHALLENGES OF THE 80’s... 



ICL office and 


business systems provide all 
kinds ahd sizes of organisations 
with exactly the right type of data 
processing equipment for their 
specific needs. And at prices they 
can afford. All systems employ 
advanced technology to enabfe 
businessmen and staff with little or 
no experience to learn very quickly 
how to use the equipment gainfully 
from the start. Typical applications 
Include sales order processing, 
accounting, production control, 


;3 £'"■& ?1 E 

3 .. , I 


financial 

modelling, 

word and Information • 

processing, retail point of sale * 
processing. ICL have also 
Introduced Viewdata, the 
remarkable visual information 
storage and retrieval system for 
even greater business efficiency. 
ICL provides you with a total 
service — engineering and 
software support, systems 


consultancy, comprehensive staff 
training, all designed to make you 
feel completely confident In your 
own ability to profit from your ICL 
system. ME29, the most versatile 
medium sized computer system in 
New Zealand today. 1500 series 
interactive/8tandalone terminals. 
System Ten complete Information 
processing systems.9512 Point of 
sale termlnals.7700 series 
Integrated data processor/word 
processor systems. 


International Phone 
Computers Auckland 31-385 

fiK^ nd) SS* 

umuea Dunedin 770-285 
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Government reduces deficit — but debt rises 


,-HfPrime Minister proudly 
iast mon* that h ,s 

Government had been sue 
Sul in reducing us deticit 
tdwe borrowing from more 
So $1445 million in 1978/79 
Jless than $1023 million in 
1979/80. But despite a reduc¬ 
tion in the difference between 
«h 3 i it spent and what it col¬ 
lected in revenue from taxation 
ad miscellaneous trading 
receipts, the Government bor- 

nffed more money in March 
lfl f 1980 than it did the year 
toorc- 

According to the latest 
qjmmiry of the Public Ac- 
cnrnis and the Controller and 
Aadiior General’'. report 
toon, public borrowing rose 
hvSl257 million in 1979/80 to 
tiunce a Budget deficit ol 
9101 million. 

in 19/8/79, when the delicti 
Mon' borrowing was 41445 
million, the nei increase in the 
I'lovcmmeni’i debt was only 
11116 million. 

Readers may wonder how it 
Mlul the Government’s hur¬ 
raing can rise in a year when 
it. budget deficit before bor- 
wing falls. 

’Ik answer lies in the cun- 
•muiion of the summary table 
• { . ihc public account, com- 
menk known as Budget Table 
l Ihh summary table record*. 

..Mil Government spending 
■ igoods, services and current 
ik and investment irnnx- 

.JNtV 

li ill«csnoi.record changes in 
k Government's cash 
'‘jLmces, new investments or 
f Cdpiial purchases. 

Ni>r Juesthe Budget Table 2 
•'iti.il take into account the 
-JJinuns to the Government’s 
ibi due to currency realign- 

nicw. 

I able A shows the basis t or 
elmlaiing the Budget 'fable 2 
Elicit- In 1979/HO, the 
["'Urnmem spent $7886 mil- 
» n and received $6863 million 
tom ordinary receipts. The 
'inference between what it 

and what it received was 
M21 million. 

But the Government also 
c<d cash in other ways as Tft- 
B shows. It increased its 
jj'h balances and investments 
b S2D2 million and purchased 
»3 million worth of capital. 

™ told, the Government 
f^ni S8141 million in March 
•ar 1980. 

. Because changes in cash 
Ranees, are recorded “below 
Jfr line”, the Government has 
h * n able to show a greater 
wprovement in the growth rate 
jGtme spending than it would 
^jjblc to show if changes in 
l ?“ balances were shown 
w* the line. 

According to the familiar 
^dget Table 2 construction 
Pending increased by 11 per 
^nt during 1980 but an analy- 
i u l u tal s P end «ng (including 
TV") sh °ws a rise of more than 

II percent. 

And the deficit before bor- 
'“"'mg is lower in 1979/80 than 
would be if cash balances 
?> Wn ' a ^° ve the line" as 
~°. vern ment spending, 
inis sleight of hand suits tne 
evernment’s political pur- 
^ Public's at- 


TABLE A: CENTRAL GO VERNMENT RECEIPTS AND PAYMENTS, 

BUDGET TABLE 2 BASIS 

($ million) 

1979/80 

per cent 1978/79 

Government spending: 

7886 

change 

11 

7132 

Financed from: 

Taxation 

6020 

21 

4990 

Interest 

543 

20 

452 

Dividends and Profits 

29 

3 

28 

Other 

271 

25 

217 

Total ordinary receipts 

6B63 

21 

5687 

Excess of spending over 
ordinary receipts: 

Budget Table 2 deficit 

1023 


1445 


been $1076 million instead of 
$1278 million. 

To get an appreciation of the 
influence of l lovernmeni pub¬ 
lic account transactions on 
economic activity, ihe infor¬ 
mation abuut how total 
Government spending is fin¬ 
anced is more valuable titan the 
Budget Table 2 deficii on its 
own. 

Deficit financing takes 
several forms. Borrowing from 
the Reserve Bank or running 
down cash balances at the Re¬ 
serve Bank is one of the more 
expansionary means of financ¬ 
ing Government spending. Not 
only is there an expansionary 
effect from an additional 
amuunt ol Government 
spending, but the money sup¬ 
ply will increase as cheques 
drawn on the Reserve Bank are 
deposited with the trading 
banks. 

In 1978 1 7 l », the Government 
was keen both to stimulate the 
economy and to get money into 
voters’ pockets so that it would 
be re-elected in November 
1 1>7s. This is Line reason why it 
chose to finance its activities by 
running down its cash balances 
rather than increasing taxes. 

Only 51 per cent of 

Government spending was 
financed out of income taxes in 
1978/79 compared with 55 per 
cent a year later. 

Another way of financing the 
deficit 'is by overseas borrow¬ 
ing. This "will have an im¬ 
mediate expansionary impact 
on economic activity, but may 
have a contractionary influence 
in latter years when the debt 
and interest are repaid. 

Growing proportions of 
Government borrowing have 
come from overseas. Of the 
total debt outstanding at March 
31, 1980 of $10,346 million, 
external debt represented 
nearly 35 per cent. This com¬ 
pares with 33 per cent for 
March year 1979 and 1978 and 
29 per cent for 1977 

Generally, the Government 
finances capital development 
only With overseas borrowing. 
Bui there has been an increas¬ 
ing tendency to finance current 
spending with overseas funds.. 
*The Audit Department lias 
commented that this js a sig¬ 
nificant . departure from 
previous practice and cautions 
that “the use of such a facility 
may be Justified in Certain cir¬ 
cumstances but it shoiild.be 
availed of sparingly and. lbe 
subject to responsible conr 
straint". 

• The Government justifies its 
use of loan money ^finance 
current expenditures mJ98U 


Government is attempting to 
prime the pump by spending 
borrowed money on the salaries 
and wages of public servants. If 
ihc economy does get moving 
again, this is a son of invest¬ 
ment in the future. 

Two other forms of 
Government borrowing to 
finance its deficii include bor¬ 
rowing from trading banks ami 
borrowing from the non-bank 


private sector. It borrows from 
trading banks by selling 
Government securities, or 
Treasury bills, which are ex¬ 
changed for cash. The public is 
helping finance Government 
spending when ii buys 
Government Stock. 

The economic effect of bur¬ 
rowing from trading banks 
depends on the reserve asset 
requirements and other insti¬ 
tutional arrangements anil 

policy reactions. 

Borrowing from the public 
offsets the expansionary effect 
of an increase in government 
spending with a contractionary 
effect on the money supply. 
The Government spends cash 
and the puhlic agrees to give up 
cash in exchange lor Govern¬ 
ment slock. 

1 llic least expansionary 
method ol financing increases 
in Government spending is 
through taxation. And the 


TABLE B: CENTRAL GOVERNMENT FINANCIAL ACCOUNT 
(S million) 

1979/80 


Increase In cash balances 
and Investments 
Capital equipment 
purchased under credit 
Budget Table 2 deficit 

Net Increase In debt on 
current activities 
Increase in debt due to 
currency realignments 

Total change In 
Government's Debt 


202 

53 

1023 

1278 

249 

1527 


percent 1978/79 
change 

-287 


142 


98 


14 


52 

1445 

1210 

126 

1336 


proportion of expenditure fin¬ 
anced from taxation in 1**79/80 
was 74 per cent, a substantial 
increase over the year before. 
This reflects the (lovernineut s 
slated desire n* control infla¬ 
tion. 

h is uni it el v ili.n the 
i roveriimcni e.in get Mich a 
large increase m income i.i\ 
revenue next vear. And d it 
rcallv means io reduce income 


ia\es, it will have even greater 
difficulty. 

Under normal conditions, 
this would suggest that the 
deficit before burrowing will 
rise again next year. But there is 

an easy solution to this prob¬ 
lem. Hv building up easli 
balances hv v?i»2 milium, the 
tiiiwinmcnl will be able to 
finance Us spending simply by 
Miniung them down. 


With the speed of construction 
and economies we’ve gained, 
we’d he crazy not to use 


w 





c. m niy Hi-bond * &le„l formed tu hold !>'•"■ nd mncrol.' t'u. .ring hut 
unhkowr>od<?iibMing. a r,not tnkmi away alter but , -J h ij 

asssfe- 

sssss 

rainforcing and diaphragm action. * i ‘-° wara 0VBra ‘ l COBl9 . 

* No specialised skilled labour required. z' ... 

For new Hl-bond brochure write to -, 

Dlmond Industries Ltd. Box 430. WeHmgjJJ 
Hi-bond is manufactured by Dlmond Industries 
and is distributed by Wlnslone Ltd 

DIMOND HI-BOND 

^Dimona iwustfies udkkd 

52SSSS== 

Hl-bond in their oorainjctton also. 7346 



'^37 


1 


lyssp ssssse- 

® Government spending. 


*9*/ 


By 


.. spending 

bilVnoo c , n S‘ n 8 its cash 
the Government .is 
kss extreme 
]p K ln ns borrowing. 


JJIUU ^ 

being financed frotn fheGpn- 
solidated Acrount(the.accoimt 


of ^rrenr'paymertts , and 
receipts). Transfers in excesjof 

not 

ra 
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PETER V O’BRIEN comments on the financial 
business week, appraises the share market m 
analyses company accounts. 
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Analysing annual accounts: BNZ Finance Ltd 


THE sleeping partner, who 
takes 45 per cent of the profit, is 
the major problem in New 
Zealand business. 

Company taxation is 
somehow accepted as a logical 
and "equitable” imposition on 
earnings from corporate ac¬ 
tivity. 

Examination of the present 
svstem leads one to the view 
that it is illogical, and finishes 
up being inequitable on the 
ultimate payer of all State 
revenues; the consumer. 

Various union groups claim 
that companies receive taxation 
benefits to the detriment of 
wage ami salary earners. The 
overall share of income tax paid 
by companies is calculated (in 
round figures) at around 10 per 
cent of ihe total income lax take. 

‘Hint L correct, and it is also 
cornet that the system of ex¬ 
port concessions, investment 
allowances (which arc uneven 
in their application), and the 
tornious process of working 
what is assessable income and 
what is tax free, reduce* many 
companies' tax below 45 cents 
in the dollar. 

The union argument (and 
with respect to union officers, 
probably no more than half a 
dozen of them have a detailed 
knowledge of company lax, a 
field which is an industry in 
itself) overlooks a fundamental 
concept in business finance. 

Taxation is a cost of doing - 
business. Few companies today 
would draw up a budget on the 


basis of pre-tax profit. They 
look at the bottom line after tax, 
treat tax as a cost, and build it 
into their costs. 


Jr is the afrer-tax profit 
which provides the dividends 
and which gives an amount to 
plough back into the busi¬ 
ness. The government’s share 
has nothing to do with the final 
profitability of the enterprise. 

Remove company taxation, 
and the administrators might be 
surprised at probable results. 

First, profitability would 
rise. Second, there would be an 
additional amount for invest¬ 
ment. Third, that would result 
in increased job opportunities. 
Fourth, the involved system of 
allowances and so on would 
cease to exist. Fifth, the vast 
number of manhours which 
companies spend in working 
through tax laws would be used 
for more productive purposes. 
Sixth, the com to the State of 
working through tax laws on 
the opposite side of the fence 
would be reduced substantial¬ 
ly, with a consequent saving in 
government expenditure. 
Seventh the savings to com¬ 
panies could also be used to 
cither hold, or reduce, the price 
of their products. Eighth, New 
Zealand in international terms 
would become a low cost 
country (remember that tax is a 
cost of doing business) and our 
attraction would increase from 
the viewpoint of necessary' 
overseas investor. Ninth, un¬ 
ions would sec a company'* 
“rear profit. 

Tax in antiquity was a system 
of specific levies of duties and 
soon to fund specific purposes, 
often war. The benefits to the 
population could be assessed in 
rhe fruits of die specific pur¬ 
poses. (Bad luck if you lost the. 


Cooks mull over 
Penfolds 5 offer 


THE two listed wine compan- $ 
ies are performing well, a few ii 
weeks before announcement of 
preliminary results for the year \\ 
ended June 30. n 

Talk of a possible offer for 
Cooks NZ Wine Co Ltd from c 
Penfolds Wines (NZ) Ltd ad- f 
ded spice to the companies' s 
activities last week and gave 1 
Cooks' shareholders and the 5 
market something to mull over e 
( pun intended). | 

When this article was written i 
nothing had been confirmed or i 
announced on a possible offer, j 
which would put a combined 
group close to two other large 
wine companies (McWilliams 
and Corbans — both unlisted 
and both associated with sub¬ 
stantial public companies) but 
still behind Montana, the in¬ 
dustry leader and a subsidiary 
of the giant international liquor 
company, Seagrams. 

Cooks shares started the year 
around $1.30 level for the 50c 
units but lust week reached- 
SI .75. Montana went froth a 
low of S l. 30 to a high of $ 1.60, 
before easing back to' last 
week's $1.48. 

Both companies issued their 
interim reports in the first 
quarter of the calendar yenr. . 

Cooks lifted net profit from 
$249,017 in the first half of the 
previous yen r to $521,9 (6, tftcr 
another nil tax provision. Sales 
were almost 50 per cent higher 
at S3.5 million. ' 

'Ihe .directors said (in Usual 
cryptic »' directorial fashion) 
“given the continuation of 
current trading’ conditions a 


war, or if the ruler spent the 
income on non-productive ex¬ 
cesses). 

Later it became a system for 
funding State activities. Today 
taxation is, in part, still a system 
for funding State activities, 
often described as “essential", 
by the proponents, although 
some of the so called services 
arc open to question. 

But taxation, particularly 
company tax, is also an econ¬ 
omic weapon, and is becoming 
more political than economic. 
Thus we have a crazy system of 
allowances and “incentives”, 
which applies unevenly (and is 
therefore discriminatory'), and 
is open to abuse by smart fin¬ 
ance men, and those whose 
pressure groups have ministe¬ 
rial and administrative ears at 
any given time. 

A counter argument can be 
raised on the question of export 
incentives, remove those al¬ 
lowances (irrespective of the 


particular incentive system) 
and people will fail to export, 
the country will earn less 
overseas exchange, and we will 
be further in the mire. 

Those arguments have flaws. 
A company which failed to 
export would rely on the local 
market and find its production 
was too great for a small market. 
The exporter would, through a 
nil tax liability, be able to 
reduce its costs, and become 
more competitive, with con¬ 
sequent greater earning ability 
in terms of overseas exchange. 

(Few companies have nil tax 
liability from export incentives. 
Even if their rate was, say, 10 
per cent, the removal of that 
cost would still lift their com¬ 
petitiveness overseas). 

Companies which were lazy, 
and unwilling to use the effort 
to- export, would find their 
operations an open target for 
groups which would use the 
assets in a more efficient man¬ 


ner, or they would go to the 
wall. Overseas companies 
would invest, export, and in¬ 
crease or earnings, because 
revenue is earned; many times 
higher than repatriated profit. 

That is the operation of 
market forces, a concept which 
is far removed from Uie men¬ 
tality ot administrators. Few 
public servants who deal with 
these things have any know¬ 
ledge of the marketplace, 
because their lives have nothing 
to do with the "bottom line. 
There is no constant measure 
against which their relative 
performances can be assessed. 

Profit is the constant mea¬ 
sure in the private sector, and at 
present the profit is calculated 
after building in a tax system 
which is irrelevant to real per¬ 
formance, and which results in 
an artificial method of reaching 
the real gain ro the company. 

If corporate tax were to be 
abolished, provision would be 


needed to deal with prha 
companies where the ^ 
holders could avoid anv t» 
lability. There are few 
Jems in rliat a*a. Either the 
individual shareholders could 
elect to pay personal tax, » 
accept a special private com¬ 
pany tax levy (similar to some 
United States provision) 
Finally, the argument ants 
where would the $500 million 
odd in lost Goveramm 
revenue come from? 

First from income tax paid 
by the present armyofunm- 
ployed. Second by savings n 
ureas of administration, in) 
wa.sred costs in the lum 
"industry". Third from in¬ 
direct taxes to take up the 
slack; bearing in mind that 
company tax is only about 10 
per cent ot total income lax 
Cries of horror at indirect 
taxi But the consumer already 
pays company tax, because in 
is a business cost. 


MJ7 Finance Ltd’s accounts 
Kar to March 31,1980 
L solid growth in all sec- 
^ of the company s busi- 

“xiieprofit and loss account is 
Heritably consistent in v«- 
percentage movements, 
ted we come to the provision 
nation, and the resulting 
qS profit. 

The table gives comparative 
fojra from the consolidated 
[Sit and Joss account. Some 
ante are omitted in the inte¬ 
nds of brevity, but they arc 
4 minor amounts. Therefore 
’iouI expenses" is more than 
ietoulof the figures included 
bibe table. 

Tax hst year was 38.9 per 
rat of pre-tax profit, com- 
pu<d with 47.6 per cent in 

Ik report gives no inlor- 
mahonon the low tax liability, 
itr on its disproportionate 
flwlh relative to other items in 


the profit and loss account. 

"Income from investments", 
listed in a note to the accounts, 
may provide the answer, bur 
that is only a guess, in the ab¬ 
sence of a formal explanation. 

Tire company says the gross 
income of $14.9 million in¬ 
cludes $9,415,000 of "income 
from investments" comprising: 
NZ Government securities and 
local authority stock, 
$1,419,000 (1979, $1,361,000); 
company shares and deben¬ 
tures, $6000 (nil); Other secu¬ 
rities, $7,990,000 ($4,415,000). 
The note also says: “Income 
from investments includes in¬ 
terest and discounts earned, 
gains or losses on trading in 
securities, and notional gains or 
losses on securities held in 
portfolio as at March 31,1980." 

A reasonable proportion of 
that income may be free of tax 
in the company’s hands, a sup¬ 
position which would explain 
die discrepancy between the tax 


Gross Income 

Leas 

Financing Losses 
Interest on debentures, 
deposits, "other" 
Other expenses 

Total Expenses 
Net Profit before Tax 
Provision for Tax 

Nef Profit after Tax 


increase and movements in 
other parts of the profit and loss 
account. 

That supposition may be 
incorrect, in which case the 
company has only itself to 
blame for failing to put the 
correct explanation in the 
report. 

The rapid growth in bor¬ 
rowings is a feature of the 
balance sheet. Borrowings in 


1980 

1979 

Per cent 


sooo 

change 

14.888 

10,547 

41.1 

472 

335 

40.1 

11,060 

7817 

41.5 

1166 

803 

45.2 

12.976 

9187 

41.2 

1913 

1360 

40.1 

745 

646 

15.0 

1168 

781 

49.6 





the consolidated accounts were 
$100.1 million at March 31, 
compared with $79.3 million in 
the previous year, an increase of 
26.2 per cent. 

The parent company’s ac¬ 
count* arc the best indication of 
the gearing, because the money 
market activities in the con¬ 
solidated balance sheet distort 
the relationship between share- 


How to meet today’s realities ^out cramping your style. 


$2,293,000 in the correspond¬ 
ing period of the previous year. 

The company incurred a tax 
liability of £300,000, as against 
ml in 1978-79. 

Montana picked up a useful 
tax-free source of dividends 
from the winding up of a sub¬ 
sidiary company, Montana 
Holdings Ltd. An amount of 
$3,383,770 (the share premium 
account of the subsidiary) 
becomes available for tax free 
distribution. The interim 
dividend of 3 cents a share — an 
increase of l cent over the 
previous year — was paid from 
this source. 

Cooks pays only one 
dividend a year, but the com¬ 
pany appears to be in a good 
position to lift the payment 
again this year, assuming 
, second half figures arc some¬ 
where near the first six months, 
on a proportionate basis. 

The nature of the wine in¬ 
dustry, and the. peculiar 
■ developmenl of both Cooks and,. 

. Montana make it difficult (and' 
dangerous) to make direct 
comparisons between the first 
and second half of each year. 

Cooks, for example, earned : 
$249^017 in die first six months 
of (97.8-79, and brought in 
$153,000 i« thb period from 
January to June, 1979.. 

A conservative calculation of 
profit fojr (his year, based on the 
first half figures, arid tqkirfg 
Approximately .last .,ycdc's 
second half as die amount to be 
. added .for the corresponding 
accounting period of 1979-80, 
gives the company about ; 

' -ci '_Mil.. .... - 1 
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satisfactory , profit is expeettff ' J$l million’ ihhet; profit., '■ 
for the full year”.. . Thei earh^ig (ate on capital; 

Montana had a (ess sjxc- ';MJould be ’28. r cenH (54-7 per' 
tacular -first hall. Unaudited cent)..Last year’s -ifc a share! - ? 
profit for the six mpntbs to . dividendwould be covered 4.78 : ’’ 
December,- 19^9 . was times. (Iri 2979 the Company 

" $23 18,0OQ .icornpated . with .. ■ obpllnued oft Page 13 . ‘ 
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Get behind the 


In today’s motoring environment, efficiency is the key to keep^ ^ 
But efficiency shouldn’t necessarily mean sacrificing enjoyable motoring. I 

than ever you need a car that can respond to today’s reali ^ 

you having to 

New European Ford Cordna does itl A 11 ^ d ^ « 
By creating a car based on adopting total package efficiency as 1 vre j eI # 
European Cortina means you can meet the future ormotoring 

New Cortina seats five in comfort It doesn’t give you that cio , 

■ .. ^There’s a new air of spaciousness and a broad new owooj y 




You don’t have to cramp your style when it comes to getting ^ 

. Typical advances in the precision engineering . 

FORD CORTINA 

v" • '• . *. • v'."' . • • ; ■ • • ' •«' ?.* . r ; 


d feel the difference! 

^include, self-adjusting dutch, gas ftUed rear shock absorbers, low friction engine 

,l ’ e “» a full 20,000km between major service breaks, So you save all the way. 

!h,s is quite apart from new Cortina’s stunning styling, . 

. ,8 and performance and the reliability you get as the owner 

the world and backed internationally by Ford, % . • 

^ about it if you want to meet today's realities without crampmg your . 

«t Drive New European Cortina Because behind the wheel 


n t that what owning g real Car is all sbout 


I* 


5" Zwlwd UfiUUKL (Mom and 
nV/rbr optional acccMoriw, 


spool Sea ttoivt^libieOl'Io oh^a'HlhoiifnoBw. 
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holders funds and borrow¬ 
ings. 

While the latter relationship 
is only a rough guide to gearing 
provisions under the terms of 
the. company's, trust deed 
(which I have not examined), it 
rose from 1:5.96 in 1979 to 
1:7.52 last year. 

The company may think I 
am harping on the gearing, 
since it has been mentioned in 
these columns several times this 
year, hut die relationship is 
rising. Assuming a reasonable 
rise in parent company bor¬ 
rowings in the current term 
(subject to resistance on the pari 
of people seeking money from 
the group), a cash issue will be 
the next stage in financing (lie 
operation. 

There is nothing unusual in 
that prediction, because the 
nature of a finance company 
demands regular inject ions ot 
new equity capital m preserve 
the gearing lit nils. 

The question w when will it 
come? Tim is the unknown. I 
thought it would he announced 
with the preliminary report. Inn 
the report came and went 
without anv hint of ;m >v*iie. 

Therefore n is lime to "pull 
neck in" rather than stick it out. 
Existing and potential share¬ 
holders will have lo make up 
ilicir own minds. 

The 1‘JNO report shows the 


Continued from Pago 12 

paid 2.5 rents - i per rent - 
iront (he slime premium m- 
Lount. with that anttmilt ol the 
total dividend consequenth 
being tree ol ta\ in share¬ 
holders' li.mds) 

Assuming net profit ap¬ 
proaches SI million {although 
tax is unlikely to be paid), an 
offer from Penfolds, or any 
other prospective wooer, would 
need ro be well above last 
week’s market price, which 
represented j projected 
price,'earnings multiple of 6.J. 

According to Auckland pros 
comment. Cooks lifted its grape 
harvest about 60 per cent in the 
latest vintage, and is expected to 
have good increases in future 
years, a prognostication which 
fias to be discounted for the 
vagaries of the weather. 

Montana now pays tax, but 
should still perforin well in the 
foreseeable future. The com¬ 
pany raised the interim 
dividend from 4 per cent (2c a 
share) to 6 per cenr (3c a share) 
in respect of the six months to 
December 31,1979. 

The interim report says that 
the 1980 vintage was expected 

to be about 50 per ce nt h igher in 
quantity than in 1979. The 
quality of that vintage is un¬ 
known, as is the case with 
Cooks. There was mucky 
weather in New Zealand's 
•minimal summer this y«BT, so 
quality could be affected. 

Net profit last year went 
from 1978’s $2,081,000 to 
$3,502,000. Given the in¬ 
cidence of taxation, it is dif- 


benefin* from last year’s "Hire 
Rirchasc l’lan” “which enables 
the 232 Bank of New Zealand 
branches to act as agent for the 
company in respect of hire 
purchase financing". 

Chairman George Chapman 
says: “Already the plan has 
been used by a significant 
number nl customers who have 
been able to obtain their fin¬ 
ancial requirements to pur¬ 
chase motor vehicles, farm 
machinery, office and indus¬ 
trial plant and equipment". 

Chapman says ihe introduc¬ 
tion ot' the plan presented (he 
first significant step in 
development of closer rela¬ 
tionships with the Bank of New 
Zealand and its branch 
network. 

Ihe figures tell the story, 
'lhc gross amount owing on 
Kins went from $6.8 million to 

$11.6 million last year and gross 

receivables in (eases and con¬ 
ditional purchase contracts in¬ 
creased 57 .h per cent in $29.4 
million. 

Income yet to mature closed 
the year at million, umi- 
pircd with $ k J million m 1979. 

“Income yet to mat tire" is 
the base of a finance company’s 
fmtire profitabilttv. m< BNZ 
Finance is set tor to niter solid 
profit growth in the next vein «n 

l\V,i. 


liculi to make anv tea .unable 
asscs-nieiii of profitability in 
lire voir u hkh ends next week. 

it we assume.say. > I million 
(and that t> nothing more than a 
guess) the company would earn 
(. 0 .of.per teiu ('.\ C a share). A 
dividend of 11.5 per cent 
(7.25c, which take. account «•) 
the higher interim and a static 
final) won IJ be covered 4.59 
times. 

The “stingy" accusation has 
been levelled at wine compan¬ 
ies for their recent dividend 
policy, but critics*may have 
difficulty realising dial the 
companies had heavy start-up 
costs. A massive capital in¬ 
vestment takes time to produce 
(he appropriate level of profits. 

A sizeable plough back is 
understand able for some years, 
to strengthen reserves. New 
Zealand Steel is another com¬ 
pany in a similar position, and 
has received similar criticism. 

Assuming Montana cams 
about S4 million, the 
price/earnings multiple at 
S1.48 would be 4.48, a compa¬ 
ratively low figure, tf profit is 
the same as last year (53.5 mil¬ 
lion) duo to a tax requirement, 
the p/e would be 5.1, still 
relatively modest. 

The wine companies are 
doing well; although their costs 
(and the retail price, of wine) 
will be up this year. And you- 
know who has a Budget coming 
out soon .which could affect 
them. ■ • , ,:-i 

Note: The writer'neither owns, 
nor hae a beneficial inlereat jn. 
Montana or CodkS Bharea.. 
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Gadflies stop publishing corporate activities 


JOHN and Lewis Gilbert liuvc 
ceased publication of their 
Annual Report of Shvkfwhter 
Activities at Corporation Meet¬ 
ings after '10 issues devoted to 
informing shareholders on 
what happens at American 
company annual meetings. 

The brothers Gilbert 
(known in America as 
“corporate gadflies") will con¬ 
tinue to stir at company meet¬ 
ings. 

The last issue covers the 
same topics as earlier editions, 
from attendance at, and loca- 
1 inn of, the meeting to directors’ 
activities and press reports. 

And, as usual, there are 
amusing accounts ot clashes 
between shareholders and di¬ 
rectors. 

At the 3AI meeting a share¬ 
holder challenged the chair. 
The shareholder said he was 
sorry to be the only person who 
had any questions, to which the 
company secretary (wlip ran the 


meeting) replied; “the other 
people arc happy". “I guess I 
would he too if I owed my soul 
to the company store", retorted 
the shareholder. (Shareholders 
could get bargains after the 
meeting at 3M’s store). 

Henry Ford II fared better in 
an exchange with a shareholder 
who criticised Ford’s handling 
of Lee lacocca’s dismissal, and 
suggested the "error” woujd 
worn to Chrysler’s gain 
(lacocca’s new position). “You 
put your money in Chrysler and 
attend their meeting, okay”, 
was Ford’s answer, in reference 
in Chrysler\ massive loss 
problems. 

One shareholder went .too 
far, requiring an admonition 
from Lewis Gilbert. A share¬ 
holder was upset at American 
F.xpress’ attempt to change an 
SEC rule. 

Evelyn Pa vis told the chair¬ 
man what would happen if the 
secretary continued his efforts: 


“If he tries it agaih I can assure 
you that the Hudson and the 
East River are not deep enough 
to hold his dead body.” How 
would New Zealand directors 
handle that one? 

Executive compensation is a 
contentious issue. Technical 
Tape discussed why the chair¬ 
man received $312,255 in 
salary when he spent the year in 
gaol after conviction on 22 
criminal counts related to 
violations of securities law, 
mail fraud, bank fraud and 
obstruction of justice. 

He received the money 
under his employment con¬ 
tract, “hut would not, however, 
he eligible to receive.! bonus for 
the period his services were not 
available." (The chairman 
continued to maintain his in¬ 
nocence). 

Twentieth Century-Fox 
paid company president. Alan 
Ladd Jr, $1,944,385, most of it 
under an incentive scheme, and 


said the scheme was devised to 
“retain extraordinary talents”. 

The Gilbert’s comment: “Wu 
find it interesting to observe 
that, despite claims that incen¬ 
tive payments ‘rerain extra¬ 
ordinary talents’, Mr Ladd left 
the company a few months 
later”. 

Loans to company officers 
for the purchase ol company 
shares are a touchy subject. 
Heublein Corp guaranteed 
several million dollars in bank 
loans to officers for share buy¬ 
ing. 

The loans were supposed to 
be repaid in five years. They 
were extended to 10 years, and 
the company pays all interest 
above 6 percent. The stock whs 
bought at $49.52 in 1974 and 
last year stood at $27.50 on the 
New York Stock Exchange. 

A shareholder said the com¬ 
pany president still owed 
$945,000 of $1 million ad¬ 
vanced, while the chairman 


Now leasing 

superior office space in the new 
National Bank Building. 



The National Bank Building . 
164-170 Hereford Street, Christchurch 

Office space in this modern, new building is now available for 
occupation. Whole floors measure 665m 2 (7160 sq. ft) and part 
floors are available to suitable tenants. 

Full air conditioning, carpet and curtains. 

For full details of available space and terms of lease contact: 
Mr G. Swan 

The National Bank of New Zealand Limited, Wellington 
l?honc: Wellington729-459 collect. . 


reduced his loan from $1 mil¬ 
lion to $700,000. 

Referring to the president’s 
repayment record, she said: 
"noi even gall, but ehuizpah”. 

William Black, chairman, 
director, and founder of Quick 
Foil O’Nuts, was accused of 
failing to attend the annual 
meeting since 1970, when lie 
walked nut. 

In reply, management coin- 
plained of being subjected to 
“disruption and abuse from a 
few individuals who own only a 
few shares of this company’s 
stock". 

Black added a written com¬ 
ment: “I would be very glad to 
attend our annual shareholders 
meeting if something were 
done about changing the rules 
so that a few ‘gadflies’ who have 
no experience in our line of 
business are not permitted to 
make a shambles of our meet¬ 
ings”. 

The number ol individual 
directorships held (an interest¬ 
ing point in this country) sur¬ 
faced at PepsiCo. I he chair¬ 
man of Exxon (the oil giant) was 
said to earn a “huge salary" as 
head of the oil company. "I low 
would it be if I called into my 
company and said I wouldn’t he 
in today, then went out and 
earned a few thousand dollars 
I by unending the meeting of 
another company?". 


Clifton Garvin, Hxxor,-. 

chairman, said his oJ . 

approved. It wantedhimS 

broader experience of n]£ 
Exxon through exposure 
management of other come, 
turns. ^ 

, J*»hn Gilbcn poimedountji 
Garvm was not the 
(chiet executive officer) d 
Exxon. "He’s the chains 
and we know that oncey^ 
chairman you’re on fe Ul 
out”. 

The Gilberts indude 15* 
tion tm press coverage. 0a 
intriguing comment mu 
“J effrey H llirnbaumttisiltn 
at the J P Stevens m«Mf. 
Perhaps the American Lie 
problems similar to ihc^ c 
New Zealand. 

The Gilberts often ga 
slammed down. Votes onto 
proposals are regularly Mut¬ 
ed by margins of many ddOks- 
m a lew hundred thousand. 

Success can only be En¬ 
sured in a quote Horn h 
Chicago Tribune: 

“t ’.a pita I bin has rarely te 
accused of being a Jewett, 
inst it mil'it. hut there isonedj. 
a year when even ihc w • 
corpulent captain of indu-ir. 
iniiM pay lip service to it- 
reality that his ntultimill' 
dollar domain is, in laatsr-J 
by the people".. 
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GENERAL MANAGER 

NEW ZEALAND 

Rlchardson-Merrell New Zealand Limited, successful m«- 
keters of 0 range of wall known high volume consuirw 
brands including — 

Vicks Vaporub Oil of Ulan 

Formula 44 Clearasil 

Vicks Cough Drops Topex 

Pea Beu Insecticide Milton 

Napisan 

requires end achievement oriented, ambitious 
ager who will be responsible to an area vice presioam 
Aaia/Auatraloala, located In Sydney, Australia. 


THE COMPANY: „ „ . 

Is a subsidiary of lha Rlchardson-Merrell Group o r_^ 

ticut USA. Production la through local “ ntfac * ^ w*. 
furors. Staff consists of a small head office ,eal T 
land and a sales force operating throughout New tea 

LOCATION: Auckland. 

OUR REQUIREMENTS: j tI .^ 

• Proven track record In profitable marketing of 

Ing packaged consumer goods , nrom0 tk)n. 

• Experience In all forma of advertising and p 

especially TV and 

• Knowledge and understanding of finance, proauc 

distribution ., w rf- 

• Strong leadership Qualities and ability to w 

fee live management team -n^atlM h 

• Ability to handle all regulatory aspects of 

New Zealand . ^ 

• Must have high level of achievement oriental ,^0 

• Tertiary qualifications highly desirable (with P* 1 * 
for MBA) 

• Age —■ under 35 preferred 

WE OFFER: 

• Competitive salary negotiated 

• Fully maintained company vehiole 

• Superannuation and free life insurance . . 

• Training opportunities In Australis and overw 
“ Excellent career opportunities within the n-M 

worldwide . . ,, ,.. ■ 

• Generous relocation package to Auckland if ^ 

Please forward resume (which will be held Ip ac- 

* • - — experience 


fldenca) detailing qualifications 
hlevementa to;- 


,ii****i'^ 

r.s* 


II.M £»*V 


in Cn*» 


IIIIFl- 

HI tONV l-s 
HIM SHU 
i.-.eiSLW, 5"t 
..».■( m.,50t 


Hi Cr-fcV ili 
n,l* com >•« 

Util (RliOt 

1-1.5* « 
lit conv r» 

|U 11 m INC Ji'p 


••■ t-r.5* ** 
■s' 5-U n 

I.BIBVITT 


|l1»l)b V A1fc, 
HI tn«v 1 -b 
ij*l» IfbGh 


■Hi ',1 SOC 
1JI COW PB 


iliiH.l'iC 
Uil Cum p» 

Ui Cuav in'. 

■iinii.ioc 
"UIBS.SOC 
111 ClWV pc 

•1*1 1|U 

•ltd PlTk,.S!<C 
•IB*, "ASBIS. 50f 
>.k.l. f INAIltl 
HM-lliS KUBKlIt.ir-r 
i:ipflViil,5fli 
uirufii. 5(jr 
H.i* IPEl bP 
'll. V»f 
'.“.'.i MCt 
Stic 

‘•imus.im 

• «IIS 

M.». 

Ml •»* ps 


111 CPW pp 
M.H, 

l?l CllhV Pb 
■'HI,l LOUP 

f ni.i|»»Ek 

Hi tniv tri. 
'•Mill lAHu.sor 

f,# mi 1 Ut.sor 

'"(OMf ICE 

r «lf» HI,LI 


Hi Ci.iv pb 
"M iUsi 


of NcwZealandLimited'' - 


- Mr J M Byrne 1 • ■ •’ ’ 

Director of Pereormol, Aust-Neyv 

richardson-merrell pty V 

PO Box 489 ■ -■ ... • 

Chatswood, N8W 2057, AuitW'* . 
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Career Opportunities 
in a Rewarding and 
Challenging Industry 

Today's most rewarding and challenging jobs are 
in the fast-growing computer industry, especially 
in software. Because of our rapid growth we at 
PROGENI have opportunities for mature, confident, 
clear-thinking men and women, probably in the 
25-30 age group. 

You don't have to know anything 
about computers or software 

ai we'll teach you. You can be, for instance, an accountant, 
administrator, engineer, lawyer, librarian, manager, teacher 
or scientist. You'll acquire skills that will qualify you as a 
programmer, systems analyst, system designer, technical writer 
project manager or an E.D.P. specialist and consultant. 
PROGENI is New Zealand's leading software house, with 
overseas offices at Los Angeles. Melbourne and Sydney. 
Please write with full details of your background »o:- 
P.W. Harpham 
Managing Director 
PROGENI 

P.O. Box 30-606. Lower Hull 


BUTTLE, WILSON & CO- 
Members of the Auckland Stock Exchange 
7 th Floor. C.M.L. Centre. Queen Street. Auckland. 
Phone 34-357. P.O. Box 45, 


R. A. JARDEN & CO. 

STOCK AND SHAREBROKERS 
* Members of the Wellington Slock Exchange 

aih Floor B P Houde l Tolephoije 736-860 
(Am TayiorS. A tai » ™ Wa.Bnfl* 1 

Pnsiomhoufie Quay, . 1 Telex N.Z. 3567 _ 
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No single answer to planning 


IN his critique of the Government's liquid fwTTlr 
NBR), Dr Erich Geiringer prescribed CNG «M* 1 ’ 
sustain the country's mobility. Energy Minister Bn? 1 
was invited to reply to the Geiringer analysisSdSlST 
policies in this article. y neaelen *h 


Health cover for Polynesians draws criticism 


IN his three articles in National 
Business Review, Dr Geiringer 
over-simplifies the energy is¬ 
sues to argue that our major 
shortage is and will be petrol. 
He then uses numerous errors 
of fact and naive assumptions to 
conclude that only CNG offers 
us the "chance of reaching 
economic salvation". 

His CNG prescription, 
moreover, with its emphasis on 
huge Government spending 
and a “pistol at the head" pace 
of conversion, carries strongly 
socialistic overtones and 
relegates motor vehicle owners 
io the back seat, as far as 
freedom of choice is concerned. 

New Zealand imported 3.9 
mill inn tonnes of nil products 
last year. It .7 million imines 
Iving used f«r international 
transport. 

Of the 3.2 million tonnes 
which were consumed ill New 
Zealand, only half was con¬ 
sumed as petrol, ami only one- 


sixth would be replaced even as 
a result of CNG implementa¬ 
tion on the massive scale 
proposed by Dr Geiringer. 

Proper energy planning is a 
more complex matter, requir¬ 
ing more than just a single 
answer. 

Dr Geiringer'5 proposal ill at 
we stop using oil as quickly as 
possible is a iirtlc inconsistent 
with his stress on r "least cost” 
solution to the energy problem. 
Maintaining personal mobility 
while not using oil in the short 
term would be an extremely 
expensive operation. In fact 
New Zealand has gone further 
than many countries in reduce 
consumption of oil. 

I ; ur example, the demand 
restraint programme was in 
el feet longer than that fur many 
other countries. 

The first of the l ive goals set 
mu in the linerny .Yfru/ixv 
document for New Zealand 
published last year is the 


reduction of dependence on 
imported oil, and the philo¬ 
sophy we are adopting is to 
achieve this goal at a reasonable 

pace. 

Dr Geiringer criticises the 
costs apd risks involved in 
continuing to explore for hy¬ 
drocarbons in and around New 
Zealand, which will result in 
the spending, this year, of $60 
million. What he doesn’t say is 
that half of this investment is by 
the commercial oil companies, 
who arc familiar with the risks 
involved and have assessed 
them carefully, 3long with the 
possible payoff. 

From the national point "f 
view, it appears to me self- 
evident that before we move 
substantially on to the higher- 
priced synthetic fuel alterna¬ 
tives, we should at least have an 
accurate understanding uf tlic 
natural oil and gas reserves 
available to us in New Zealand. 

The suggestion that we may 


shortly be forced to buy refined 
product rather than crude is not 
a new one, but though the ex¬ 
port refineries schedule for 
construction in the Gulf States 
have been under discussion 
since the 1973-74 crisis, not one 
tonne of refined products has 
yet been produced. 

It would be foolish in the 
extreme to defer any action on 
our own refinery expansion 
until the Gulf States have 
sorted out their arrangements. 

It is worth noting that, in 
foreign exchange terms, the 
payback period for the ex¬ 
panded A-lnrsdcn Foil,! refinery 
is expected ro be less than three 
years. 

In the Government's future 
planning for transport fuels, 
CNG has an assured role to 
play. For certain vehicles, the 
commercial, national, and lo- 
rcign exchange savings through 
using this fuel will he conside¬ 
rable. 


But, there arc limits to the 
number of vehicles which it is 
desirable, or even possible, to 
convert. 


to a decision against convert- 
io CNG. ^ 


desirable, or even possible, to In lhc 
tt,l,verl ’ Awl benefit, the 

Only those vehicles which 1 1'reign exchange from reduct; 
arc based near natural gas, and peirulaim ,m port$ must bty 
do the hulk of their mileage 'UWmM the costs ® foreign«. 
within range of the natural gas L l*J^. c . , , ncilrr ™ l . n •heputebjv 
pipeline, will he able to convert. ° CNG conversion kits. 1 


These vehicles will also need 
tu be using sufficient fuel to 
justify the cost of converting. 
Thus smaller and low-usage 
cars will not find it economic to 
convert, and it would be an 
irresponsible use of our na¬ 
tional resources in encourage 
them to make this substantial 
capital outlay, for a minimal 
saving in overseas funds. 

In addition i*» these con¬ 
straints, for some cars, and 
some people, the greater 
weight, reduced luggage space 
and slight power loss may lead 
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„ It is incorrect toclainuDr to 
Geiringer docs, that the u nfl 
content in the price of come 
shut kits is over half the total [ ply 
amounts to about IHQoutf! iu 
total conversion cost of $|it> w 
— less than a quarter. -jit 

A I ter taki ug into accouoi ill 
the above factors, plus uur c-- 
timates of the rate at ink'- ( ' r 
vehicles could bccnnvcrtalht ,Jl ' 

cannot at present irnpon ic u 

vehicles with dual h.Ti l " 

capability), the tinvcrnnwr 
lias decided on a target kWh - 
believes to be realistic,namci-- 
that 39,u0o vehicles will f 
converted before lhc rnJ 
1 OS 1 , and that a luriher J"."*- ,l 
vehicles per yejr will be 
veried until 19X5. by wb .r 1 
time the 150.000 vehicle w... f 

should be reached. 

V 

Having made that onerr; j 

nteni, it will be a rchiiaf 
simple matter in resir.’- v 
target in the light nt ehaojr. \ 
eircu instances. 

In terms of planning a -iu 
togy fm increasing x eli- ■-,[ 

Iicieiicy in liquid liicbih 1 ' 11 -' 

ClNci cmi version is lust "in ■' 

several projects already un-T 
wav. 

'llie synthetic petrol plant: 
be built using Mobil we 
nologv will provide an ir 
digeiious fuel to «iWy 

third ol die gasoline demand- 

up in 500,000 vehicle'- r. 

around I9H6. ExpansionotK 

Marsden refinery through r 
addition of a hydrocracker v 
enable the refinery 
distillate to cumptancM r*' 
olaiic substitution 
about hv synthetic gH*. 

CNG, LEG and soon. 

It will also be able to JWJ- 
different types of crude 
are available to us. „ 
All hough the product l* 
the reimcorp/AberU ' 

methanol plant is planned ^ 

an exported cheimcdi 
stock, it may, at * mi 

the future, open 

to shift our transport fufl W 

from hydrocarbons w® . 

fuels, a move which 
inevitable in the long;'®. jri 

In summary, while 

agree that CNG a , [rrl . 
certain and econom* . s 
live fuel for ,h °« . . 

New Zealand 'future 
fuel demand. 

Great progress h*^ 
been made in 

lishing standards tore _ 

Uie scing "P °f r0V isiC‘fl 1 ■ 
stations, and tMr . |,< 
incentives, P" 11 ' BiW 
operators of "JF ^» 
vehicles, which 
priority for ^ 11 

The rate of convex ^ 
CNG will jPf^Iedb 

economic benefit^,, * 

the vehicle owners {}/ . 

programme appj ^^. 
Government is a »JL,, 

capable of b« n F , 
die situation dema ■ # 

This CNG g r ; 0 V 
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by Warren Berryman 

iM Auckland company. Ca- 
po'corn International Credit 
hub Ltd. has launched a health 
insurance policy which it 
pitching particularly to the 
[Wyncsian community. 

But its selling methods, and 
ihc limited nature of the cover 
Hpvided by the policy, haw 
Wt some criticism I nun 
iinipciitors. 

,\ntl ciimpanics whose em- 
s have been approaches! 
participate in Capricorn's 
imip insurance scheme are 
juccrncd at promotional 
%]inik|ucs. 

Insurance companies must 
pM 5300.000 bond to protect 
r)K public from default. But 
laprio.rn is not an insurance 
uflipanv. 

It is a *50011 capital private 
iionpany owned by Darryl 
Milcoltn Uraddock and his 
»ic. Uraddock Iws been npe- 
niimc Capricurn lor about a 


tjpricorn's scheme, billed as 
the ultimate security", 1 

pMiuses n< pay medical bills I 

:nJ the insures! party's ac- 1 

M'unis should income be lost 
ilimugh sickness ur accident. | 

iWdi'tk was unwilling m 

-.11 SUR hmv muny members tL . 1H ,,|[creo nv miv >» 
tchad signed up. But he said his { ^priemn’s lohi petitors. 

IWI target was 25 ,iuni j 1k . , m j lir limicnioii in the 
iivralKts. t ijpriei'rn polity conies in 

t-ipricorn lws been active in p,,j nl ^[,1 This states iluit the 
ih-; Nynesian community, minimum single claim ‘>n a 
‘•Him; to individuals and i,k-J ical beuel it must K-$ bx»■ *r 
•H«ugh Polynesian church morc ;|IU ) M muouiii cjiiiimI be 
5,,u r- carried over I nun one year t*> 

Opricnm charges in- ncxL 
Jibdujb *200 fur the first year p ( [ K . member has a medical 
N 552 a year for subsequent |,ju „| ^gy.yy, he can't claim u 
• f f' cent I nun Capricorn. It must be 

dn buying a Capricorn si no or more. 

H'sy, the new member i, lsura nce sources 

r>' S 2 |u clahii that about 73 per cent of 

awT S' 7 U * r »>l mrJ«l *in» w™ 

iiJUm in with the names ul ,, 

P-’pective buyers. IfThis is so, .he $100 min- 

i intum significantly cuts Brad- 

n ,. m v" Till S “ 1 r ,1U " docks’ risk of having to pay out 

, el | N L , n S ly ' l l - 1 ’ ,ty 1 !,S claims from his premium pool. 

Kwm IcT '! 11K Should a member need es- 

Tf-f r r rn s , ak ' smcn - . semial major surgerv, he would 
p'im.V :lh j|- haln , ,CI !° rs ,inJ nrohablv g*. m a public hospital 

** ■» ™r'"™iv muil ov",v- i,l " , tavi 

&•£&**«* -. 

t’anrir ,rn 11 ■’ member little or nothing. 

‘Jpricorn sells us insurance .... 

''individuals with a brochure Braddock was unwilling t 
“Inch compares its rales with lx’ interviewed by the Mimw« 
Wot Southern t>uss and Businas Kcvit-v' beyond a short 
■'Wkarc. plume conversation. He saia ne 

^'hen selling group schemes was not pleased with the treat- 
'•‘Oflipanics, it has made the mem NBR had given to one ol 
•■ lim that its benefits c> vst on I y hit. former ventures, the lntcr- 

those charged bv the larger national Credit Insurance 

'durance companies. Company. (NBR, September 

Uprieorn's competitors find 13,1978). T _ nupp 

ft* com parison.s questiona- Capricorn ^ 

lt -isr,ly hccaasc .Key can’t «« tl,c 

Wrc out Capricorn's calcula- -sickness or accident referred to 

nmi/Jr dispme above or its $1000 death cover 

'tricorn's figures, but largely » P 8 V tuncral expenses h 
^ Capricorn's polfcics varied and may not.now 

«' «nuc D a ,vav that limits This risk was under- 

** aj vcr provided written bv the Insurance Com 

. h ! ^08, the' individual pany of North America, which | 
^erhuysa 10-point cover, went off risk \*st Manh. The 

b’ints one and two state that was then picked up by 

tht member is off work Monarch Insurance, whiOi 
S nf sickness or accident dropped it last month on 
*1 days or more, Capricorn structions from us head ofr 
credit accounts up to 3 in die United States. 

of $500 for the first Capricorn went to Stewart 
Ef and ^ S400 a monS Wrightson NZ Ltd, insurance 
C ‘ hc Stowing five months. brokers. After someconside- 

^Kwnsaysthauhisgives -bon, Stewart Wnghtson 


'Hie new member cannot 
make a claim until lie has been a 
member fur 13 weeks. Thus in 
the first year when lie pays $208 
fur a year’s membership, he is 
buying only nine months’ 
cover. 

l’oint iliree says: “If the 
member is in receipt of a sub¬ 
sidised income benefit, the 
amount paid will be a max¬ 
imum of $1500." That differs 
from the $2600 mentioned in 
points one and iwu. 

Most New Zealanders would 
qualify fur a subsidised income 
of mie sui t or another. 

Ace idem Compensation 
Commission payments, sick¬ 
ness benefits, or employers’ 
wages, once received, would 
nppear to bar the Capricorn 
member I n»m receiving the lull 
henelit even it he were oft work 
lor more than 30 days. 

Point live of Capricorn’s 
policy O'veis children’s ear, 
eyes, nose and throat surgery up 
to $150 per operation. 

$150 would not. in many 
cases, cover the lull hospital bill 
lor such treatment. It is far In mi 
full cover. 

Nor is it a guarantee ol 
pa v ment ol a pet coinage ol such 
bills - lor example, the 80 per 
cent oft oral bv mu? uf 


month or so, where did the 
remaining money gu? 

NBR questioned Braddock 
on this point. He said “the other 
$200 is accumulated as a cash 
accumulation fur the person" 
but did not really answer the 
question oi who holds the 
balance of the money paid out 
by the insurance company on 
the claim. 

Braddock said lie was 
“renegotiating uur reinsurance 
and until that comes up we’ve 
still gut a temporary cover wilh 
die Munarch Group". 

“At the moment we are 
dealing with an outside broker 
but we have our own brokerage 
organisation which we will be 
utilising in the future”, he said. 

The name nl ihis brokerage 
organisation, Braddock s.ikl, 
“witsconfidential”. Sic loo, was 
the name n! the broke race or¬ 
ganisation he was now dealing 
with. 

Braddock said the • alter 


points in Gapriairn’s policy 
were covered by Capricorn it¬ 
self, except a $ Bif) reJniulancN 
cover. 

L'his redundancy cover is 
available only to members who 
have been wilh 1 apricorn tor a 
year or more. It is payable only 
if the member is made 
“involuntarily retlundam" and 
in receipt ul income below his 
normal lake-home wage - 
ovvnime excluded. 

It the member was gelling 
redundance pay. lie could mu 
claim, ll the member quulilicd 
lor a claim. Capricorn would 
ply iipin$ HHiover two months 
10 credit accounts. 

For members m the 1 .a- 
pricorn scheme a year more, 
a haidship loan laciliiv i' "I- 
lered .it K 1 .■ pei cent mieresi. It 
is tlal rale imeie-.t - or W* pei 
cent true. 

Capricorn isotleimg gn>up 


insurance ■elienie-. i“ i.oinpau- 
ies. 

Employees li.ivc been hand¬ 
ed leallets titled: “Who ill the* 
world pays viair bills it you are 
unable' Capricorn will." 

A list i*t question' below 
asks: “Does the t lovei imieill ■>! 
the day pay voiir bills it vmi 
cammir" 

h end' uitli the qnesiviv 
'Would ion like V111 If till- 
plover 10 provide a subsidised 
me ml’a %hip piogianime /'" 

Tills last quevtion has .111 - 
noved some Auckland com¬ 
pany managers. 

A M-heme pul In ‘ apn* “ru 
10 mu 1 miupanv invoiced 
v.vekh pavnieni-. i**' iapen »»iu 

bv llieemplov.. S 2 .' Ciiulbv 

ilie i’luplovei ol sJ. 5 o 

1 apruoin's 'vlling hue 
il.iim U m hi. m» * i-. halt ilic 
co .I ol ollici 111 'ihe.il nl- 111.1 Use 


unit in 01 c 1 han double ilie 
Km*I it value. 

Braddock u.i unwilling to 

give to XIHi data lrom which 
v.u could make a comparison. 

'I he company Mini was can- 
vassal was told: “i upricorn’s 
lees ^ost lev, than lull those "t 
medic a I- old v type be net its. the 
ec< mi mites to both parlies are 
\erv .nb..nllaiieoiis. I umug the 
lir't war. 1 1 flic cmpluver snb- 
•idi’.e. b\ si .1 Wi'el. then il v. ill 
be ‘liov. inn uie.il responsibility 
and k-aileisliip.whi-.il will gain 
greater rc-.ped I mm employees 
and iiKiv.i-ed 1 'ioductiviiv. 
Miowitiu vmi ..i»c '•• vital lot 
liar moi in mi-. imUisiri.il lela- 
Elolls . . 

I he ■.ale*, pilch ended- "Vi - 
IvIkv e -.UK civlv 1 h i 1 people .11 e 
more impmi-mi ilt-m i»"in\ 
ll„>.\ do von lev! .ib«*iu '.um 
i.uipl"\n . . 111.1 then l-uiulio" • 
Aie ih-'V w 01 ill s.’ |'> 1 "e.l 


anuv;„ ■•—j’owe uiis gives 

credit payment of 

first sna g is the 30-day 
areback “ 
y n0 claim ca n be 


mmn 


imported oil* ftime in hospital 

basis of the , Zealand patients is 3.9 

transport needs ^ ^ with:major surgery, 

to be back ,o work 

programme best lha n a month. 

parameters. 


lauuii) “- - ■ * 

decided not to accept the riSK. 

Apparently Stewart 

Wrighison had some reserva¬ 
tions about the wording w me 
first two points regarding pay¬ 
ing the insured’s party s ac¬ 
counts. If the insurBnce.com' : 

pany paid out $500 for the first 

monthand$400forsubsequem 

months, and 0* insured pgiy 
had receipts for ODly $200 a 
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Smooth, warm, welcoming. 
Everything you'd expect from a 
A Whisky that contains 


Scotch whiskies 


OBI 100 OOI* 




n~n* m irrwr/.'rw, j 








Page 18 


Clutch of 
CLIOS for NZ 

by Grev Wiggs 

THERE were some jubilant 
executives in Enzed agencies 
when the CLIO awards were 
announced in Brussels. 

'ITie CLIO awards are gen¬ 
erally regarded as the tops in 
international recognition of 
creativity in radio, television 
and cinema commercials, print 
advertising and packaging. 

The Wellington office of 
lyArcy-Macmanus & Mnsius 
won 3 CLIO in the packaging 
category. It designed a pack for 
Wilkinson Sword scissors 
which serves hath as a carton 
for transport and as a. display 
stand. 

A Alasius-prodiiced Wil¬ 
kinson .Sword commercial was 
among the finalists in the TV 
section. 

"ITic popular “Dear John” 
commercial for BASE record¬ 
ing tape was awarded two 
CLIO’s - best for direction 


National Business Review 

Admark 


and best in the personal gift 
category'. 

This commercial (singled 
out for mention in Adniark, 
July 4, 1979) was produced by 
Whitaker Advertising which is 
a division of Colcnso Com¬ 
munications. It was apparently 
a popular winner and was sub¬ 
sequently shown on the Mike 
Douglas TV show, syndicated 
through 168 stations in the 
United States. 

As reported earlier, the 
commercial achieved sig¬ 
nificant sales success, produc¬ 
ing a 125 per cent increase in 
BASF volume in the firsL year 
of the campaign. 

Brown Christensen & As¬ 
sociates collected two CLIO’s 
in the television cinema class 
for the best commercial in the 
home furnishing class and also 
the award for the best product 
demonstration. 

The thirty-second TV com¬ 
mercial, for Scbel Integra 
chairs, was written and directed 
by Chris Christensen and 
produced at Peach Wyiness. 
Christensen received the two 


gold CLIO’s personally at 
Brussels. 

Also there to receive a CLIO 
was Malcolm Beattie, account 
director of McHarman ABH 
International. A Lemon and 
Paeroa drink poster won this 
award for the best internation 
Print/Graphics design. 

The agency also scored well 
with eight other finalists. 

In the radio commercial ca¬ 
tegory there were entries for 
General Foods, Bluebird and 
AHI Turoa Skifield; in 
cincma/films soundtrack, AHI 
Turoa Skifield; in trade print, 
AHI Flamestop; in trade lite¬ 
rature, Henderson & Pollard; in 
consumer print, Morrison 
Solar systems; and in magazine 
press, Klisscrs Bakeries. 

Bob Harvey, chairman of 
McHarman ABH Internation¬ 
al, summed it up: “The finalist 
lists show that New Zealand 
agencies can produce work of 
an international calibre. Bunhe 
ultimate test of any campaign is 
making sure that the cash 
registers arc ringing." 


N£W 

^neehed. 

to help with our new business 

Access Marketing needs three new laces:- an Account Executive, a 
Creative VisualIser and a Personal Assistant to our Auckland Director. 

Three key people who'll respond positively to the opportunity to |oln one of 
New Zealand's most rapidly developing advertising and marketing 
agencies. These positions demand people with enthusiasm and ability plus 
tha desire to set and reach the highest standards of 
.' professional Ism. Because only dedicated 
» - professionals can demand the kinds of rewards 

'/ each position will ultimately provide. 




The Personal Assistant. 

Responsible directly to the Auckland Director. 

■i Dulles Include:- secretarial and reception duties 
J, (shorthand a must), some client contact and 
Wk assistance with media planning. The 
ip successful applicant will be expected to learn 
the day to day operation of our Auckland 
SHI* . 1 * oflice. So, It's a position of responsibility 


and challenge. 


IfW- The Account Executive . 1 

Someone who can think on his teat just as well k 
as he can sitting down. You'll have the opportunity a 
to assume the responsibility of some existing j 
accounts while, at the same time, generating new * 
business. The successful applicant will, Ideally, 
have had some advertising or marketing training 
and should bB reasonably conversant with general 
business practice andfbr sailing and promotion. 

This too, is a position of considerable responsibility 
with almost endless opportunity tor 
. • . advancement, i 


The Visualiser. 





A creative thinker. Someone with Ideas who 
can produce layouts and designs end Bee them 
through to finished art, and even, beyond. 

Experience in the advertising world Is essential. 

It's a great chance for talent needing new . 
j challenges. 

i : . For a confident Interview, ring or write the Director, 
Access Marketing Limited, Eden House, 

•j| 44 Khyber Pass Rd, Auckland, 

i Tel. 784-657/794-658. 



Adnews 

roundup 

IT’s a curious fact that when 
creative people are searching 
far and wide for a good idea to 
illustrate the advertising con¬ 
cept, they often find the answer 
right in front of them - just as 
plain as the nose on your face. 

; -w;;- 

£yJ 
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(llrfmlrml luiMr* V»;, 
lun- tMund IhuuftliK' 


Goldberg's Trends says it did so 
with quiet and sustained sup¬ 
port. It then adds significantly: 
“Marketing people enn but 
wonder whether the stock 
market would have regained 
the ground lost after 1973 more 
quickly if there had been a bit of 
active promotion. We think it 
would have.” 

Recognising that share¬ 
brokers are restricted to “card” 
advertising, the article con¬ 
tends there would have been 
nothing against the stock ex¬ 
changes putting out promo¬ 
tional material backed by 
strategic advertising. 

“The pushing of certain 
shares (by brokers) may boost 
turnovers, but we believe that 
better marketing of share in¬ 
vestment as a whole could, long 
term, have been more profit¬ 
able.'* says the article. 

Commercial 


And that is just what must 
have happened to the art 
director/visual iser/copy writer 
who created the IC1 Propath- 
enc full page ad which appeared 
in our issue of June 2 with the 
headline “Now there's a 
Propathene plant right under 
your nose." 

And that is just what must 
have happened to the art 
director/visual iser/copywriter 
at the German agency CGK 
Duesscldorf who designed the 
Henkel Cosmerics ad. 

Now we know what you’re 
thinking and we don’t agree. Of 
the 4000 million-odd (some 
very odd) noses in the world, we 
don't think it all that unlikely 
that one of them should receive 
nasal notoriety in the nothem 
hemisphere and another in the 
antipodes. 

Stockmarket 

sustained 

IN remarking that it took al¬ 
most seven years for the share- 
market index to overtake the 
previous peak set in July 1973, 


computers 

AS distinct from the television 
channels, Radio New Zealand 
will have its own computer- 
based advertising sales system 
for the commercial network. 

The Broadcasting Corpora¬ 
tion has signed a consultancy 
agreement with Progeni of 
Lower Hutt to provide the 
software and representatives of 
this cumpany and RNZ are 
currently investigating a com¬ 
parable American system. 

Advertising agencies can 
look forward to the practical 
benefit of the new services that 
will be available in less than a 
year’s time. 

It will be possible to punch 
up on screen such information 
as complete details of current 
contracts and advanced book¬ 
ings, time availabilities at all 
stations, audience resenrch data 
and masses of other related in¬ 
formation. 

“We look forward to the time 
when we can provide agencies 
with an up-dated, accurate, 
on-demand advertising infor¬ 
mation services,” said Jim 
Robertson, RNZ director of 
sales and marketing. 
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Billion dollar ■ 
multinational 

RECEIPT of the BBDO u 
nual report lor I979underlin« 
the multinational character of 
the large American-based 
agencies. 

For the first time billing 
exceed a billion dollars but that 
impressive result gave the 
agency only seventh placing in 
the world. 

In 1970, hillings outside the 
United States were $25 million ■ 
or 7 per cent of its business and 
the international operations 
lost money. 

In 1979, billings outside the 
US reached $448 million,about 
43 per cent of the total volume, 
while profits were over Si 
million or 38 per cent of lie 
whole. j 

Worldwide, BBDO now ] 
operates in 52 cities in lt> 
countries and is represented in 
New Zealand by Cotao 
Communications. 

Court Theatre 
score 

THE Court Theatre in 
Christchurch recently staged a 
review called "Till the bop 
come home.” 

It is about three Christ¬ 
church women and their expe¬ 
rience v funny and sad, dunne 
the war years: 1939-45. 

There arc abuui 40 wag'd 

the period interpolated imoihc 
score bui thehitof ihcdw*** 
a commercial jingle ol the pc- 
rind, the Apple Song, which 
earned a special encore at 
performance. 

As the Court Theatre wished 
to prim the words of the song in 
the programme for a iorih- 
coining tour, it conducted j 
lengthy search for the owner ot 
the rights. 

It turned out to be Inpo 
Wright ad agency which 
willingly consented. 

For the sake ol tlw 
Musician’s Union, let’s hope 
this doesn't start a trend tore- 
cycling old jingles. 


Employers: 

30 JUNE 1980 

is the last day for payment of 
Accident Compensation Levy 
on earnings of employees. 


Levy statement forms have been issued to 

employers. 

I A levy worksheet (ACC 509) Is available to 
assist you in the calculation of levy payable. 

I You may pay the levy at any Inland Revenue 
Office. 

► If you have not received your levy form or 
you are not sure what to pay, ask at your 
local Inland Revenue Office. 

I The rates that apply from 1 April 1979 are in 
the booklet "Levies on Employers"- 
available on request. 


i 



Help us 
to help 
you 



inland A 
revenue 
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Small Business Agency experience opens eyes 


byRae Mazengarb 


SECONDMENT to the 
Auckland branch of the DFC s 
Small Business Agency was a 
“shattering experience’’ for 
Auckland Technical Institute 

tutor John White. 

Just five weeks of industrial 
refresher leave spent with the 
a« n cy provided White with an 
insight into what he termed 
“the enormity of management 
ignorance and unprofession- 
alism which exists out there’’. 

He saw small firms with 
H»d products, but whose man¬ 
agement lacked either exper¬ 
tise, confidence or knowledge. 

Individuals were unaware of 
the distinction between selling 
and marketing, grossly undcr- 
uiilised their capital equipment 
and/or had little idea about 
economies of scale, he said. 

A tutor in marketing and 
economics with the institute, 
While said he went to the SBA 
with few pre-conceptions about 
die type of service it provided 
and the clients it saw. 

He had a “gut feeling" that 
most larger firms were fairly 
util into exports, but figured 
lots of small firms required help 
gening into the field. 

These small firms were at- 
iricicd to the SBA because it 
was free, and friendlyand ap¬ 
proachable compared with the 
highly professional image of 
private consultant services, he 
Mid. 

He regretted his own lack of 
accounting expertise for the 
ask, but said he found it par¬ 
ticularly important to be a 
“good all-rounder” to gain 
clients’ confidence. 

Previous work experience 
withCaltcx Eust Africa Group, 
and the two years he spent with 
a firm of management consul- 
unts in his former homeland 
Britain, helped him to identify 
clients’ problems. 

Caltcx was an “objective- 
oriented" company which 


ration, SBA's parent body. 

“Counselling extends almost 
into the area of social welfare 
when, for example, a client — in 
perhaps the 50s or 60s seeking 
financial advice — elicits from 
the SBA counsellor, ‘Well, first 
of all, what arc your personal 
goals?’ After that we can dis¬ 
cuss financial and management 
options which fit in with these 
basic goals. 

“The inability of counsellors 
to avoid this social role if they 
arc to function effectively as 
small business advisers came as 
a major surprise to me," White 
said. 

“It creates a burden of moral 
responsibility, requires inputof 
nervous energy, as well as a 
degree of general worldliness of 
which I had no concept prior to 
by working visit to the SBA.” 

Because his arrival at the 
Auckland office of SBA coin¬ 
cided with a shortage of staff 
and a peak demand for services. 
White found himself conduct¬ 
ing interviews initially with an 
experienced counsellor, but 
soon was unaided. 


inflation was a compounding A basic failing was a failure 
factor. to distinguish between selling 

Many firms are tempted to and marketing. 

“borrow" by no longer paying As White pointed out, mar- 
creditors promptly, he said, keiing starts with awareness of 
“For many firms, attempted the customer’s needs, rccog- 
solvency is achieved through nising them, and designing the 
exporting.” product to suit. In addition the 

Organisational problems in- most highly cost-cffcctivc dis- 
cluded the necessity or ability tribution system must be 
to buy out a partner. devised to effectively tap the 

“Partnerships all too often market segments of greatest 
are associated with serious potential, 
friction, the suspicion Many clients, hoping to tap 
(knowledge) that one partner is export markets, were unaware 
not pulling his weight..that prices are set overseas by 
One client was being persis- competitive market lorccs; they 
tently robbed by the manager of were unaware of facilities such 
an outlying factory due to in- as those available through the 
adequate control and had suf- trade commissioners’ office:, 
fered financial problems as a overseas or the Trade and In¬ 
result. dustry Department, White 

The counsellor’s role, in such reported, 
situations was to educate the Many were doomed n» 
client in basic finance, stock failure from the beginning 
control, personnel man- because iliey were offering the 

agement and so on. White said, wrong products (for insinnee, 


the lamp manufacturer who 
employed one person to man¬ 
ually spray paint lamps - one at 
a time. His plant was under¬ 
utilised, but more importantly, 
the products themselves would 
not be competitive with those 
made overseas by batch- 
process). 

Most clients were advised 
that the first step into the export 
market was a market survey to 
determine general retail pricing 
levels, tariff or duty at point of 
entry, requirements and cost of 
packing, export incentives and 
their influence on price and 
cost, and the acceptability of the 
product on export markets. 

Some clients had developed 
highly sophisticated cxpuri 
operations, exporting products 
of their own, nr functinning as 
expnrt agents “selling on behalf 
of", nr purchasing stuck from 
the New Zealand manufacturer 
for which the export marketing 


organisation made the final 
sale, took the risk and so on. 

But in one such case, White 
saw a bitter dispute over the 
apportioning of export incen¬ 
tives — usually awarded to the 
party bearing the risk. 

“The counsellor was obliged 
to preside over a situation in 
which greed and lack of com¬ 
munication featured strongly,” 
he said. 

White's physical follow-up 
calls on established clients in¬ 
dicated a high degree of satis¬ 
faction with the SBA service, he 
said. 

“In extreme cases a feeling ol 
hopeless despair and an in¬ 
ability to cope had been 
removed,” he tuund. 

For the counsellors them¬ 
selves. White said the job called 
fora wide general experienceut 
industry, trade, business* which 

could only be achieved over a 
number of years working. 


worked a “grass-roots” bud¬ 
ding system, he said. 

“We would get a sales ob¬ 
jective within a prc-dctcrntincd 
budget," he told National /3m- 
wwi Review. 

The company looked at what 
motivated its own customers in 
•he industrial field - their 
levels of activity and targets — 
wd worked from there on the 
™dgei which would be 
required the following year. 

Few small businesses had 
conception of rational 
budgeting, he said. 

estimated 120,000 small 
businesses operating in New 
«aiand - or about 95 per cent 
°f all businesses — employ 
»me 30 per cent of the work- 
Qrce *nd produce around 40 
01 annua l GNP. 
They comprise the men- 
iBcturing, distributive and 
servicing areas. 

But most managers have no 
fJ .rmal training, manage on an 

m u ^ as ‘ S| do not understand 
i n °ws or Finance par- 
jojjars, fail t 0 plan or set ob- 
£ l . VCs for their businesses, 

white said. 

The SBA's role is to fittemnr 


Reporting on his first-hand I 
experience, White said clients’ I I 
problems fell chiefly into the I 
following categories: U 

• Finance; w 

• Organisetional/finance j ■ 

problems; [I 

• Marketing problems in ■ 

the local market; | 

• Marketing problems in ■ 

export markets; 1 

■ The “should I go into ■ 
business” problem. II 

Finding the finance for I 
capital expansion projects, 1 I 

plant and equipment is a major I 

problem for small businesses. I 
“Some clients appeared un- I 
aware that ill-considered or I 
improper expansion could in I I 
fact induce the demise of the I 
business due to the cash flow j jj 
effects," he said. 11 

One company — highly so- I 1 
phisticaicd in a product tech- I I 
nology and marketing sense — 

had traditionally financed plant 

development from working I 
capital and profits, not from I 
borrowings. 

As a result, over the years a 
steady reduction in effective 
working capital developed and 
an artificially low profit picture I 
had emerged. .. 

The company wbs faced wim 

, an urgent need for extra funds I 
to finance new materials and 
I products for both export and 

l domestic markets. 

At the time of interview, the 
I company had been turned 
, down by conventional Finance 
t institutions. 

, “The problem was com- 

. pounded by the reluctance of 
3 the proprietor to utilise his 
freehold house and other assets 

. as security against bank loans, 

d White said, adding that the case | 

was typical of many, 
o And the client’s ignorance of 

n money matters was com- 

H pounded by the lack of inltia- 

._ rive on the part of his accoun- 

tants, who failed to advise. 

s . a modem firm of ao- 


Here’s a 
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THE GREAT MAIL MIX-UP: 

G. Plumber & Co. Ltd. M.Carpentor & 
Sona Lid, and R. B. Mason Lid. have off Ices 
in Carpenter, Mason and Plumber Streets, 
where they practice the trades ol mason, 
plumber ana carpenter. 

However, none of these companies 
folbw the trade, or live In the street their name 

suggests. ^ know ^ |lia , l 0 m etlmes, In cases 

of mall mix-ups (which are not Infrequent). 

Mr Carpenter has to re-address letters to the 
pluubflri 

Who Is who, and whose offices ere 
whore? __ 


have enough of yo 


You probably do, If your responsibilities 
include an extension of your company s 

pr0dUI Orre5Stag your company. Or building 

for yDU en j 0 y taking ai Utile time 

with our problem, And we'd aldo like the 

responsibility and control of any proleeUror^ 
start to finish. . 


Or any aspect of that project. From a 
high-rise to a hamburger bar. 

Watch this space next issue for the 
solutlonto our problem. . 

And more on Civil & Civic. (Which could 
lead to the solving of yours). 

U ton wm'l well (l« •UbwHcrfloiu 

Marin ling Krasgw laday, w w*U» lai 
am ft CIVIC HA UWTED 

ph.9f.H4 Ph. ISe-SH 


cenu-es »nd v f • —-g ■^ 1 TY * 

^rience with the Agency, / '.V TUfVv| 1GTI fTOt 

said the SBA was giving ThataientWfisref^to»9 . IBIwUK* * * 1 VJ 

^.quality service, but wu ' accountant ' : * ’ V i / ' ;* “ r 

haddition to the economic : ■ ■ White y.v -J '- ;i; 'v .; /;:•:*, - ^ , 

^ the SBA fulfills a'social . V-V-.-i-!Vivj‘ •*. i/.' ■■ - • "j rWy- 

&> re P°rted back to the; ; intcpntngijd,Vj* 

Ucvete Pment Finance Corpo- j dori and crcdit^toblems, ^ ^ ^ : ^ 

1 v :a- - r -■ ■■ ■ -i - r - i~ ■——IM 
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Cressida. 



Toyota announces a rare car. 

Cressida combines technology that is uniquely Toyota, 
with luxury that success deserves. 

Here is more sheer comfort and prestige than one 
might reasonably expect. 

A quick two litre engine gives you thrust without 
thirst-a very responsible consideration for thinking owners. 

The instrument display includes, amongst other 
uncommon delights, a quartz crystal clock and fully integrated 

cassette stereo. 

The front seats are infinitely adjustable,-and the 
driver’s seat embodies a lumbar support zone which you adjust 
to gently ease lower back fatigue. 

And because Toyota make the Cressida, all this luxury 
is on top of quality. 

Not instead. 

Cressida. 

At the moment 5 speed manual $12,000 and 
automatic $12,500. 


iTOYOTA 

Ahead in the 80’s. 


. , ...... . v.i. '• .... 
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Freezing works 5 board fears takeover in melting pot 


SOUTHLAND Frozen Meal 
Company directors and share¬ 
holders arc losing sleep — and 
not over industrial stoppages, 
killing rates or export 
schedules. 

The spectre is a healthy 
Dunedin-based meat export¬ 
ing co-operative, Primary 
Producers’ Co-operative Soc¬ 
iety. SFM bosses fear a take¬ 
over. 

The PPCS holds nearly 10 
per cent of the booming 
Southland company. 


Before the confirmation of 
the SFM centennial issue the 
other day a parcel of 364,800 
shares was traded at $2.40 a 
share (nearly a $90,000 invest¬ 
ment). This has prompted 
speculation that PPCS is again 
on the move. Some sources in 
Southland suggest that the ex¬ 
port co-operative is aiming fora 
20 per cent holding. 

PPCS chairman T McCris- 
tell confirmed from Balclutha 
that a “fair-sized" parcel had 
been bought recently. But he 


was not sure of the exact size of 
that parcel. 

Many felt a showdown 
would come at SFM’s rccenr 
extraordinary general meeting 
to confirm the company’s ccn- 
tenial bonus issue. 

PPCS’s three Southland di¬ 
rectors were present, but the 
flooding in Otago prevented 
managing director IH Jen- 
kinson and McCristell from 
attending. 

The directors present insist¬ 
ed that nothing sinister should 


Are 

Advertisements 

for 

SENIOR 

EXECUTIVES 

always 

effective? 

Experience suggests that the 
best executives do not always 
see or respond to senior ap¬ 
pointment advertisements. 

This dictates that a more 
precise, positive, controlled 
technique is essential to locate 


the most competent and suc¬ 
cessful executives. 

The proven technique rs 'Ex¬ 
ecutive Search.' Search does 
not rely solely on advertising 
but uses highly professional 
methods for locating ex¬ 
ecutives with superior 
management skills and 
attributes. 

To discuss how THE 
McDOUGALL ASSOCIATES 
SEAR'CH PROGRAMME can 
assist you fill senior positions 
most effectively, please 
telephone Ewen McDougall on 
Christchurch (03) 67-026 or 
write to him at P. O. Box 2398. 
Naturally confidences are 
respected. 


McDougall Associates 

ms nc0*m»]f sonaufteiila 

6fh Floor BNZ House, Cathedral Square. Phone 67-026, 

P.O. Box 2398, Christchurch. 
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be read into their attendance - 
they were there only as share¬ 
holders - but the atmosphere 
of expectancy could nor be 
denied. 

SFM shareholders and di¬ 
rectors felt that the PPCS men 
would attempt to influence the 
proceedings on the bonus issue. 

Speculation about the iden¬ 
tity of a “mystery buyer” had 
continued since 1978, when a 
nominee company was buying 
large parcels of SFM shares. 

Even that far back the com¬ 
pany carried out intensive in¬ 
vestigations to try to establish 
the buyer’s identity. 

By March this year the 
nominees had spent more than 
$1 million buying 554,722 
shares. 

As SFM company chairman 
Sir Alan Gilkinson noted at the 
annual meeting in March: “It is 
disturbing to note, however, 
that in 1979 there were 15 
shareholders with holdings of 
over 100,000 shares, owning 
20.52 per cent of the issued 
capital, compared with 6 and 
10.89 per cent in the previous 
year. 

“This fact has been high¬ 
lighted recently with the dis¬ 
closure that a nominee or group 
of nominees has been buying 
extensively into your company. 

“Despite endeavours to as¬ 
certain the identity of these 
buyers, as provided for in the 
company's articles of associa¬ 
tion add Stock Exchange 
regulations, your directors have 
been unable to ascertain the 
identity or intentions of the 
buyers.” 

At that time, the company's 
articles of association were 
brought into line with stock 
exchange policy that any buyer 
owning more than 10 per cent 
of issued capital in a company 
must reveal his identity. 

SFM is an attractive propo¬ 
sition. For the year to last Oc¬ 
tober, its consolidated net 
profit of $4,013 million was up 
$897,000 on the previous year. 

The second largest result in 
the company's history (29.04 
per cent above the 1978 level), it 
was mainly achieved through 
substantial tax credit^ and in¬ 
creased earnings by associated 
companies — Southland 
Freight Haulage, leather 
clothing exporters Knight 
Tailors and the Cron Keys coal 
mine at Waimumu. 


Afrcr announcement of the 
bonus issue SFM shares rock¬ 
eted on the stock exchange with 
a parcel of 10,000 going at $2.70 
a share at the peak of buying. 

SFM's centennial announ¬ 
cements included: 

• A centennial tax-free bon¬ 
us issue of ordinary shares in 
the ration of one bonus share for 
every 10 shares held; 

• A cash issue, which will 
follow the bonus issue, on the 
basis of one ordinary share for 
every four shares held at that 
time; 

• Alteration of the 
company's articles of associa¬ 
tion to allow farmer-suppliers 
to elect to receive a rehare in¬ 
stead of a dividend; 

• A formal step in applying to 
the High Court for approval of 
tax-free distributions to share¬ 
holders from the company’s 
share premium account. 

The increase in the 
company's nominal capital 
from $20 million to $30million 
may be seen as a defensive move 
against future aggression from 
PPCS. 

PPCS announced that it was 
the “mystery buyer” early last 
month at the annual conference 
of the meat and wool section of 
the Federated Farmers 
(Southland). 

The company obtained this 
strategic holding in SFM to 
ensure that SFM maintains its 
posit ion as a major independent 
New Zealand-owned meal 
processor and exporter. Jcn- 
kinson told that conference. 
On the face of it, a declaration 
of friendly intentions. 

Just six weeks before the 
announcement, Jenkinson had 
stated that his company held 
only about 1200 shares. At that 
time he told the press it was 
flattering for anyone to think 
that PPCS could be the 
“mystery buyer”. 

At any rate, PPCS bosses 
have made no secret of the fact 
they would like a seat on the 
SFM board. 

McCristell said from Bal¬ 
clutha the other day: “If we can 
get a representative on the SFM 
board through having suf¬ 
ficient interest in the company, 
and I have not heard any op- 
. position to that possibility, then 
it must be to the benefit of 
everybody." 

But he denied any PPCS in¬ 


tentions to launch a tabor- 
bid lor the Southland Frtezb 
company; “We have never hid 
any thought of anything ]fc 
that. Nobody on the hoard of 
SFM has expressed these fean 
to us.” 

Still, it is hardly likely dm 
men in the position of the SFM 
directors would be express™ 
their worst-felt fears to their 
potential industrial enemies 

PPCS is a Southland 
owned-and-operated mat, ‘ 
wool and pelt exporting co¬ 
operative, with access to all 
South Island works. 

It started export marketing 
in 1947 and now has a sub¬ 
sidiary company in London. 
Defiance Meats (NZ) Ltd with 
a fully owned-subsidiary mi 
packing huuse in Dunedin, 
Defiance Processors. 

As New Zealand's larger 
wholly-owned lamb exporter, 
PPCS export sales this year arc 
expected to he $120 million. 

The co-operative supplier 
markets in North and South 
America, Africa, India, Japan. 
Korea, Norway, Switzerland, 
Austria, Portugal, all EEC 
countries not controlled by ibe 
Meal Board and countrio in 
the Pacific Basin, the Near Em 
M iddle East and the Mediter¬ 
ranean. 

A policy of having a max¬ 
imum market spread to nepfc 
the effects of specific math; 
problems has proven suae- 
ful. Livestock handled Iasi year 
increased by 38 per am. An 
increase of a further 30 per com 
is expected this year. 

Led bv Sir Alan, the SFM 
directors have been very quiei 
in public regarding iheir fears. 

But repeated PPCS claim- 
that its intentions are fricrulK 
seem unlikely to he 
long-term credence in the SFM 
boardroom. 

PPCS would "buy or not 
buy" depending on how it mi- 
Jenkinson said from Dunedin 
after the adoption of the Sr." 
bonus issue. He was responding 
to the suggestion that ITUj 
was again active buying hr- 

shares. ■ 

“We have bought shares in 

more than one 

pany in the past week, hesai 

Asked if SFM could rea¬ 
sonably trust the mouvesot “k 
export co-operative, Jcnkto 
replied: “Who can trust who 
these days?" — 


FULLSPACE 


the file with the movable aisle 
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When ‘bugs' do treacherous things lo your 
programme or retrieval systems, dfln't blame 
the computer. Research by IBM shows that 
90% of all problems are caused by a variety of 
'noises' in the power supply, transients, sags, 
surges, spikes, impulses, harmonic distortion. 
So il your system slips up for no apparent 
reason you may well be In an area of distur¬ 
bance. 

Sola Regulators help the computer to func¬ 
tion correctly by eliminating these problems: t. 
If power input varies even slightly in voltage, a 
regulator will maintain a constant output ensur¬ 
ing continuity of operation. 2. it acta as a filler 
smoothing out spikes that can.cause errors. 3. 
Even a mlcrobreak In power can cause a 
memory gap which means downtime, a Sola 
Regulator maintains the supply very briefly to 
bridge the gap. • 


Sola’ 

Minicomputer 

Regulator 


Supplied by Tolley Industries from Sola 
Electric. Ihe Minicomputer Regulator Berves 
minicomputers up to 2 KVA. Larger versions ~ 
with Ihe same characteristics range tram single 
phase 3.5 KVA lo 15 KVA, end three phase 
units from 7.5 KVA lo 90 KVA. 

Tolley technical people are glad to pass on 
further information Bird demonstrate Ihe Sola 
Regulator. 


TQirey jn 

Industries m 

Tollay Industries Ltd Agencies Division Wellington ■ 
Eve Street P.O. Bo* BBS. Telex N23517 Ph 851-699 



Muxunise your filing orul stoniii- 

-.vifli LUNDIA f ULLSPACt 

Call n lundiu reprev-ntotivr to'>> 

for a free quotation 

Available throughout New /<-'* c 

I undin i N 2 ) Ltd 

P.O.Box 14216 Pnnniure _ 

Auckland Ph j 76603, 

Wellington Ph 7292/6 

Chmtclnifch Ph 61499 


Tito Original Swedish system. 
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Bureau moves into networking on IBM 8100s 


by Stephen Bell to take its users into the fourth 

y phase of computer use - 

ctVF IBM 8100 distributed networking - according to 
HV _„L - ihe first -JI- 


processing systems - the first 
£ New Zealand - will allow 
bureau Computer Services Ltd 


w --- O ~ 

CSL managing director Denis 
Trotman. 

The typical evolution of an 


Enhancement rather 
than replacement? 


WHEN is a change of com¬ 
puter eauipment a 
“replacement”, and when is it 
an “enhancement"? The ques¬ 
tion is a pertinent one now that 
the universities have finally 
been advised of the amount of 
their Government grant for 
extra equipment and staff. 

Out of the total grant of $5.4 
million to the country’s seven 
universities, $5,125 million has 
been allocated for equipment, 
primarily for "replacement” of 
the universities' five Burroughs 
6700 mainframes over a period 
of five years. 

The Education Deparrmcnt 
described the 6700s, more than 
10 years old, as “obsolete" and 
“worn out". 

But it would plainly be ab¬ 
surd to replace the machines 
with others giving exactly the 
same performance, even if such 
could be found. What will go in 
will doubtless be an enhance¬ 
ment of the president equip¬ 
ment. 

If any money is left from the 
grant after these purchases, the 
universities will be allowed to 
use it to buy additional equip¬ 
ment. The most urgent need in 
this area is likely to be small 
interactive systems for teaching 
purposes. • 

The request for tender for 
the Burroughs replacements 
will be a single request, rather 
than separate ones for each 
machine. 

If is felt that suppliers will be 
more inclined to bid for a large 
contract than for five small 


ones, and the universities, too, 
will probably derive some ad¬ 
vantage from “bulk” ordering. 

Once the supplier or sup¬ 
pliers have been selected, an 
appropriate timetable will have 
to be arranged for installation 
of the machines over the five- 
year period, in a way which 
most closely matches the un¬ 
iversities’ needs. 

Then, assuming there is any 
money left, the whole 
procedure of identifying needs, 
tailoring them to accord with 
funds, tendering selection and 
scheduling delivery will pre¬ 
sumably have to be gone 
through again with respect to 
the additional equipment. 

When the equipment budget 
is taken from the total it leaves 
$275,000 which will be al¬ 
located to recruiting 21 extra 
staff, again over the five-year 
period. 

In the face of staff cuts being 
made in other departments, the 
computing people have argued 
successfully that with more use 
of the computer by people with 
little or no DP knowledge, the 
extra people — systems an¬ 
alysts, programmers and the 
like - are needed to act as an 
“interface” between these 
people and the machine. 

The $500,000 or so which 
has been given to the technical 
colleges will be directed to the 
leasing of minicomputer sys¬ 
tems for teaching, and will be 
made available over three years. 


The latest,most comprehensive 
research of its kind in 
New Zealand. _____- 


The 


/• •••. 'A"‘; •' 


iring the last five years National Business Review has 
_u_i_n_rvinr* to conduct 


Company_‘ _-.;__ _. _, _. 

J osiiion In Company__ ■__ 

^kiiess__ 


organisation's computer use, he 
said, took it from an in-housc 
accounting machine to use of a 
computer bureau. With growth 
many organisations turned 
away from the bureau solution, 
in favour of their own mini¬ 
computer installed at head of¬ 
fice. 

The fourth stage, Trotman 
said, came when the organisa¬ 
tion started to look at the poss¬ 
ibility of introducing a com¬ 
munication network and giving 
branch offices on-line access to 
the head office computer. 

Trotman wants to win com- 

E inies back to the bureau route, 
y offering them their mini¬ 
computer programs trans¬ 
ferred on to an 8100 in CSL's 
network. Branch office ter¬ 
minals could hook into the 
network from anywhere in the 
country. As back-up for large- 
scale processing, the bureau 
could offer its ltd AS/3-5 
IBM-compatible mainframe at 


the centre of the network. 

The 8100s - CSL has plans 
for 20 machines eventually - 
could well be housed on client's 
premises, but would belong to 
CSL and be operated by CSL 
staff. Use of one machine could, 
in fact, be Split among several 
clients. 

One of the chief attractions 
of the 8100 for CSL was its 
ability to be controlled from the 
central site machine, T rotman 
said. This meant a considerable 
saving in staff numbers, at a 
rime when experienced staff 
were increasinglyhard to get. A 
large number of extra staff, 
however will have to be 
recruited for the 8100 network 
effort. 

The ability to control the 
machines centrally was the true 
distinguishing feature ol 
“distributed processing", lie 
said. What mi many network 
operators claimed as distribut¬ 
ed processing would he better 


described as “dispersed. 
processing”. 

CSL has only now decided to « 
go into on-line services in a big 
way, having had only a few 
on-line clients in the past, 
hooked directly into the ftel 
machine. 

In selecting equipment, one 
of the p r i me considers t ions had 
been the hardware’s likelihood 
to survive in the same form and 
continue lo be supported by its 
manufacturer. On this basis, 
IBM 3270-type terminals were 
chosen, and the minis had to he 
selected to fit in with this 
philosophy. 

This, Trotman said, left a 
choice of the IBM 8100 — at 
that lime unannounced here — 
i»r the Raytheon PTS 1200. 

The 8100 is one ul' the few 
IBM products which has 
rcniuiiicd unreletised here lor 
some time alter the United 
States release. 

There were insufficient 


prospects here to merit setting 
up a sales and support appara¬ 
tus; said IBM earlier this year. 

CSL’s current and projected 
orders were obviously one of 
the chief 'reasons, if not the 
reason, why IBM has released 
it in New Zealand now. 

The terminal which will ac¬ 
tually be used is not the 3270, 
hut IBM's less expensive and 
more sophisticated 8775, de¬ 
signed specifically for use with 
the HI(10. 

CSL’s strategy for winning 
minicomputer customers back 
to the bureau makes an inter¬ 
esting contrast to the pre¬ 
vailing strntegy for bureaux to 
develop a sideline in mini¬ 
computer sales. 

T he first 8100 network cl Lent 
i< expected tu signup very soon 
— possibly by the end of the 
month. 

The first nf the HIlKK is 
scheduled to arrive in Sep¬ 
tember. 


= SS - IBM New Zealand Limited 


Auckland. Phone 778-910. 
Hamilton, l'hone 82-359. 
Wellington. Phone 729-499. 
Christchurch. Phone 792-840. 
Dunedin. Phone 740-582. 
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WORD PROCESSING BRIEFING 

Now that you are able to distinguish between MEANS and ENDS ■(see last 
Word Processing Briefing) let's take a look at some of IBM s- 
K5t BdiSS equipment and how it might fit into j^our WP strategy. 

Cur A 82- where does it fit into Word Processing? Ves, it 
SI £een aroSnd ' i9?1 and no, it doesn't have a VDU. In fact its 

?«vfc b editina software is so powerful that as a "blind- text-editing 
deSice it puts some VDU machines to shame. The typist uses the paper 
device it pu full-page screen and uses the Memory Access 

Advance, £ine 9 Mvance, Line Return) to move an 
imaginary P curBor P through the memory. And, loot at these advantages. 

M„ aer friendly" - so like an ordinary electric typewriter 
11 IJel thS S.«S“on to tent-editing is easy lor the typist. 

the Automatic Correction Feature allows for "First Time 
Final" copy - you often don't need a separate print run, 

3) on cost-performance it rateB highly. 

.. -ireadv rent one, you ought to look at the savings 

^ nvailable to you by purchasing it. One-half of all rental 

eo paid can be eat against the purchase cost eo that you 
could eSd up with a very powerful text-editing machine for 
little more than $ 5000 . 

.c *-ha Mna card 82 as an entry machine for Word Processing, 

You could r0 9 a J d t y iat a large step for WP management". And, 

V^L it IToStaEl! iilh th! top-of-the-ronge -IBM Office 
Of course, it is o.P^ grows, we're ready to supply you with 

System 6 - initially take on a $22,000 machine 

^n^rycS'ia gct'ia f$n%oS operation? "Horses for Courses"! 

,1 , U.J 11 M. List. I quite often come across material which 

Tpchnical Haiy^i|^ ho ^ looking BQr i OU sly at taking on Word 
wouTaTnEerest peop ”" oki Qt upgr ading. If you would Ilka me to 
Processing or who ° ab o U t once a month and at no obligation, 

mail these items y°“ r oompany letterhead and I'll put you on 
please Jropme a JJn^on your of necessity, brief andnon- 

the liet. the Technics 1 Mailing List will cover information aa 

technical. t ionB protocols and HP/DP interaction, from WP 

^ree^^Commnnication^pro printar prlnt , S nyway7» !•« 

like to keep you informed. 

Kind. Regards-gp' 

; Market' Support SppciaHet i hi 

• i IBM.Hew Zealand Limited. ' ■ ; . . ; 


.i.' \ -'i ■ i '■ >■ 

v.A* • 1 

, v '■ ■ i 


.1 ; 


;r 


' i ' ; ' i'i— 

































•|: iji-ji. ! 

(1 !i-:!'•«■ 

M-t 

•pill ;Jv 

i- 

MU 

■||I 1.1.-- ; '! 

! :' i;:' 

■ tIi !si:j 

A Willi:! 

liUiljS :ii;j 

: ■ ' •'v 1 i ] •' 

'li'I-'-.i;. 

tisB 

? •; 

*V ■ ; 

;.1 i ■ •; 


I, '■* ;• i 

;i:i ! 

v. ■ 'I '■ • ' i 


n 1 !»;,.• 

Vm::. I..-:; 


Page 24 




i-l 

■ lil!: i: 


'■ • j >f ■?" 

- * • £• V 

•r r. ,• Jl j 

V •_ }■ 

•: .* ij >• .• 

" ' - ‘i ■’ 

f : 


W' 

■ - J , ■- 
l' S .[ '. 





Nat ional Business Review 

Special feature 


_June 23,1980 ^aigSO 


National Business Review 

Special feature 


Page 25 


^ ^ - - " 1 — 

Burgeoning bureaucracy threatens meat industry (“Overheads” slice away freezing firm returns 

® ...„ _ _ -n -SLiJfeAi ^mnanv executives Hawkes Bay was designed 18 Ministry of Agriculture and matters. agemeni control ?SnrA" 


by Warren Berryman 

BUREAUCRACY has been 
the greatest growth area in the 
country’s meat industry over 
the past decade. 

Industry sources say bur¬ 
geoning bureaucracy, is a prime 
reason for diminishing return 
an capital,industrial stoppages, 
and slow growth in the 
country’s most vital export in¬ 
dustry. 

Meat production — which 
earns 38 per cent of New 
Zealand’s overseas exchange - 
has remained static at about 1.1 
million tonnes over the last 10 
years. 

The number ofGovernmen t 
mail inspectors and veterina¬ 
rians has doubled over (he same 
period. 

Sonic meal companies claim 
that between one-third and 
one-half of industrial stoppages 
in their plants arc caused by the 
growing army of meat inspec¬ 
tors - not as the public tends to 
believe, by the meat workers 
union. 

Meat companies also com¬ 
plain of the capitql. costs in¬ 
volved in meeting the meat in¬ 
spectors’ growing list of 
demands, such as providing 
separate carpeted dining rooms 
so they do not have to mingle 
with the meat workers. 

Meat company executives 
won’t complain publicly. If 
they did, a meat inspector could 
hurt them financially in re¬ 
tribution and concerted bu¬ 
reaucratic action would vir¬ 
tually wreck their business. 

But, off the record, meat 
company executives complajn 


FARMER pressure to dallcence the meat processing In¬ 
dustry In order to Introduce an element of cost competition, 
should soon result In amendments to the Meat Act. Warren 
Berryman has found that the freezing companies are also 
facing a growing army of bureaucrats who are dictating 
cost-related terms. 


The New Zealand Freezing 
Companies Association Inc 
estimates the industry' will 
spend $382 million between 
1971 and 1981 meeting hygiene 
requirements and only $268 
million on development. 

Meat industry executives 
agree that there is a need for an 
independent body to monitor 
hygiene, otherwise overseas 
governments would not accept 
our product. 

Rut they say the bureaucracy 
that was established to monitor 
the ends — the wholesome 
quality of the meat — has 
become increasingly involved 
in dictating the means, telling 
experienced industry men how 
to do ibcir jobs and planners 
how to build new meat works. 

To some extent hygiene 
standards have been imposed 
by overseas governments. 

Often the requirements for 
imported meat arc higher than 
for locally produced meat in 
our export markets. 

In some cases, hygiene con- 
nob arc seen as little more than 
a disguised protectionist mea¬ 
sure against New Zealand. 

But public servants have an 
influential say in determining 
future hygiene requirements. 

The Ministry of Agriculture 
and Fisheries acts as secretariat 


company executives compiam , . . , , , 

that the growth ^numbers.of - ? f a ^national body P ush- 
the powerful meat Inspectors ! n S foi ‘ 3 common standard 
lias not been matched by a k . ntwn as ,he L ' odcx a,,nwnla ‘ 
suitablc structure within the riu . s ‘ . . . 

Ministry of Agriculture and - n “ 1CSC negotiations, 
Fisheries to manage them. Government servant talks to 
They describe the man- Government servant, 
age men t system as chaos. Meat industry people who 

Hygiene regulations have have to toot the bill immedia- 
plaeed a heavy financial burden tely for any demand for 
on the industry. “improved” standards, are in- 

In 1971 the industry was volved only as onlookers, 
given 10 years to comply with Meat consumers and farmers 
standards set by die EEC and who foot the bill ultimately 
other countries,or heforced out don't get a look in. 

of those markets. Every extra regulation, every 


t'k'k'k'k'k+rk'k'k'k'k'k'k'kirk'k'k'k'k 



clause, every volume of 
regulatory' interpretation, 
requires additional bureaucrats 
ro write them, and further bu¬ 
reaucrats to make sure they are 
carried out to the letter. 

And, insofar as senior 
Government servants tend to 
measure their power and pres¬ 
tige in terms of their numbers of 
subordinates, the process is li¬ 
kely to be self-perpetuating. 

The Americans have a re¬ 
sident review officer stationed 
in New Zealand to make sure 
plants on the American export 
list are up to standard. 

When this review officer vi¬ 
sits a plant, he talks with the 


Government veterinarian - 
not management. 

The American’s views are 
passed on to management 
through the veterinarian. 
Because management was not 
present to hear it straight from 
the horse's mouth, it fears the 
American's demands might be 
coloured by the vet’s personal 
interpretation. 

Communications between 
plant managers and veterina¬ 
rians has not been helped by the 
number of recent immigrants 
employed as Government vets 
whose command of English is 
somewhat limited. 

Meat company employees 
measure their worth in output 
or profits. And herein lies the 
rub. 

Meat inspectors and vets 
have the power to condemn or 
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Production chains... public servants swell ranks. 


downgrade carcasses. The 
ministry has the power to tell a 
meat company how to build its 
plant. 

Cost is of prime considera¬ 
tion to the meat companies and 


the farmers they claim to scree. 

But company executives say 
the bureaucrats typically com¬ 
ment: "We're not interested in 
cost, only in applying the 
regulations." 


MEAT company executives 
‘hohave travelled or worked 
nrteis claim our regulations 
•* tougher than those m the 
countries to which we export, 
tod, they say, our bureaucratic 
•rafacads are higher. 

[o the United States, for cx- 
jnsple, they say one meat m- 
, «n«tor would be employed in a 
Lurf a size that would em- 
•ffrloy four me at inspectors in 
V &w Zealand. 

| One pig meat works which 
bill only 300 animals a day 
i imploys 28 people. Six arc 
I batchers watched over by six 
i m\ inspectors. 

! One meat works executive 
I u d that when he entered the 
j iftlusiry 10 years ago, his plant 
lad six meat inspectors. Now 
I (h«eirc64. 

I Ike increased number of 
| jKpectoft is not matched by an 
i equivalent increase in output. 

Another meat works in 


Hawkes Bay was designed 18 
months ago for a total staff of 
451, including 22 meat inspec¬ 
tors. 

Plans now call for a staff of 
435, including 26 meat inspec¬ 
tors. 

The movement to more 
chiefs and fewer Indians is 
spreading throughout the in¬ 
dustry. 

Some years back, when the 
industry paid for Government 
services rendered through a 
levy, the cost of this bu¬ 
reaucratic overhead syas easier 
to monitor than now. 

The levy was dropped. The 
true costs are lost in that 
amorphous mass of Govern¬ 
ment expenditure. 

Meat inspectors are making 
expensive demands on the 
companies. 

One recently-built meat 
works included a carpeted 
dining room for the men. 


Ministry of Agriculture and 
Fisheries' staff wanted a sepa¬ 
rate room to eat in, so the 
company partitioned an area to 
keep them separate from the 
workers. 

Then the meat inspectors 
demanded, and got, a separate 
building to eat in at the 
company's expense. 

In another works a separate 
dining room was built for the 
meat inspectors. But the in¬ 
spectors didn’t use it except to 
hang their raincoats in. 

Companies complain that the 
inspectors are becoming more 
militant and the list of their 
demands is growing. 

Meat company executives 
have no control over ihc in¬ 
spectors. The ministry pays 
their salary. The companies 
provide them with separate 
facilities at their own expense. 
And the inspectors look to the 
PSA in industrial relations 


matters. 

Meat inspectors can dose a 
plant down with industrial ac¬ 
tion if their demands are nut 
met to the letter. The veterin¬ 
arians can take a works off the 
export list. 

“We have to handle these 
jokers with kid gloves," said 
one works manager, "A 
bloody-minded vet or meat 
inspector can make our life 
impossible." 

The Ministry of Agriculture 
and Fisheries’ meat division 
head, John McNab agrees there 
are problems with the meat 
inspectorate acting unilateral¬ 
ly. But hedumps a large portion 
of the blame back on the 
industry’s plate. 

“Company management 
won’t control their own opera¬ 
tions and they uscilie MAF as a 
whipping boy," McNsih said. 

Most stoppages, he said, 
were caused by poor man- 
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j “He said If I could find the Carruthers file - 
f In less than ten seconds I could come 
c tonight Instead of him, and here I am. 

£ Thank heavens for Rotascan!" 

-K 

Rotascan — the world's most intelligent filing system ■ 
4c is now available on rent-to-own terms. • 

■k Rates brochure available. 1(1 • 

k AUCKLAND: OTC, P.O. Box 75. Tel: 766-119 - 

-fe WELLINGTON: OTC, P.0, Box 30-649. Tel: 683784 ■ 
■k CHRISTCHURCH: OTC, P.O. Box 22-293, Tel: 704-93B- 


^ z- r.-H 

! - ‘t ■>■■■*■■;+ 


£:f.zw 


. . .**l? 4 , 


y.-v : ,V 


l? 




ti.:' 


iSSSi 


desian-build-instalI and maintain. 


plantjHIE'cess 



Any project - custom 
built units to multi 
dollar complexes - 

Wjf 1ST experience and 
W expertise is geared 
^ to handle 
the job right through. 


Single Responsibility and single Accountability 
means less time and less problems for you. 

You deal with us - we deal with the problems. 

Structures, overhead cranes, conveyors, • • 

freight containers, industrial refrigeration 
plants and components, process plant and 
pipework systems and installations, 
fire protection systems, entire project contro ■ . 
1ST offers the widest range of professional :• > 
engineering and design services :. 

for every facet of industry, : ■ 

Your project can become a reality, Wirt j; A 
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P O Box 30-329 LoWerHutt. J® ■ . 
P O Box 19-630 Woolslon, Tolepn®^ 
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agement control. { 

As to the MAF regulating the ' 

means rather than the end 1 

product, McNab said the con¬ 
struction of new works was 
going to be controlled by the 
MAF. This construction role 
for the MAF was set by over¬ 
seas countries, he said. 

Some meat industry execu¬ 
tives said the by-thc-book ap¬ 
proach to building new works 
ruled out innovation by the 
industry. 

McNab disputed this, saying 
much of the industry was 
“stuck in the mire.” 

“We arc the innovative force, 
not the industry," he said. 

McNab pointed to the 
Hastings-based Dawn Meat 
Company ns a progressive 
element within the industry. 

Dawn Meat’s managing di¬ 
rector, Graham 1 .owe, working 
mi modular concepts loan the 

United States, recently Inn It 
new New Zealand works lor 
less than hall the price ol works 
of comparable capacity. 

Lowe acknowledges that the 
MAF did not stand in his wny 
when he introduced these 
cost-efficient new ideas in the 
New Zealand industry. 

Dawn Meat’s drive t«> build 
new works, anil give the 
farmers bet lei proliis I min 
reduced killing charges, has 
been thwarted only by his np- 
pusiiioii within the industry 
which has used the licensing 
system t>* prevent him from 
competing. 

The ‘‘stuck in the mire" 


elements in the meat industry 
mentioned bv McNab have 
only the MAF chiwing them 
on to improve hygiene control 
that presently leaves much lobe 
desired. 

William Maugham, senior 
lecturer in agricultural econ¬ 
omics at Massey University, 
estimates that more than 50 per 
cent of the plants in New 
Zealand cannot reduce the 
contamination rate for lambs to 
below 15 per cent ‘*1 the kill. 

Companies that chink they 
can do belter arc not permitted 
to try. Competition is 


prohibited by the licensing 
system. 

Meanwhile, according u* 
Freezing Companies Associa¬ 
tions 1 igurcs, killing and 
processing charges in North 
Island works have intreused 
tnun $1.80 ,i head to Vi.31 :t 
head in the past seven years. 

While the cost to the. I armor 
has more than tripled, freezing 
companies don’t appear to be 
pmliting greatly Irom the 
higher charges. 

Reserve Bank figures show 
return oil assets and returns on 
total resoiiri.es tohelower in the 
mcui-pri>ccssing industry than 
the all-New Zealand company 
average. 

New Zealand’s biggest ex¬ 
port industry - and our oldest 
— is not looking nearly asbright 
ur profitable as those import 
licence protected “inellieietit 
manufacturing industries 
Government claims ,ire being 
rationalised out »«l exi'ienee. 
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DOMTRAC EQUIPMENT LTD has asked 
advise on the fallowing key appointment: 


:TiWi ; Ih 


BRANCH MANAGER 

This Branch has the latest In modern facilities and 
with a multi-mill ion dollar sales turnover is the 
largest provincial operation in the Company. The | 
Company has a significant market share in earth- 
moving, construction and transport equipment. 
The successful record and continuing growth are 
due to a strong and wide representation of world 
renowned franchises in these fields, and a proper 
emphasis on good service and parts. Strong specialist 
back-up support is available from the Head Office 
in Auckland. The successful candidate will have 
full profit responsibility. This challenging position 
requires a talented Executive. The location is in 
Rotorua, 

REQUIREMENTS: 

• Proven successful industry or related experience 
in a management function. 

• A profit, marketing, orientatod parson with 
sound commercial acumen. Soma service 
experience would be an advantage; 

‘ • Drive and initiative to motivate staff. 

• Ability to plan, organise, control and lead. 

REWARDS: 

• A top lava I commencing salary is negotiable, 

• Benefits Include expense allowance, company 

car, and superannuation. 

• Reasonable relocation expenses. 

APPL Strictly N «>nfI dentlal. Please PPPiV In writing 
stating age, experience, qualifications, other 
relevant Information: and telephone numbare. 
I ! mentioning Position R.B.1.63B to: 

■ lL.' 

Bk- ■:*. Box 11-237, Mefiners.Straet PO ;; 

Telephone: 85Tr680; Wal!Iiifltpn^jj|^ 
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The 

unique solution 

foravariety of needs 

Simple.fast.efficient...with room to grow 


Burroughs have combined a wide range of 
equipment and program packages to provide the 
unique solution to all your data processing needs. 
With tiie Burroughs C0MPU Hif\ MANAGLM L NI 
SYSTEM, you can invest in the package that fulfils 
your current needs. Then, as your business grows, 
your investment is protected because programs 
can be effortlessly transferred from the smallest 
.m* B90 to the largest B ] 900. Without reprogramming, 

9|| Without recompilation 
T|| Burroughs have a range of special unique 
:Y|| application programs for all types of business. 
l ml Included: 




V Of* 




• Cliartered Accountants • Legal Accounting 

• Local Bodies • Wholesale and 

• Motor Vehicle Distribution 

Dealerships • Transport Operators 

• Manufacturing • Contractors 

• General Business • And many more 

Package 

Burroughs Customer Support Centres provide 
comprehensive training for your staff on every 
aspect of system installation and operation, as well 
as an ongoing service to ensure that you are getting 
the best results from your system. 

Burroughs 

~omp uters 
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Meat inspectors’ role in unrest 


i MANAGEMENT consul- I 
ani with wide experience in the 
freezing industry has summed 
op ibe hygiene situation: l ne 
public servants setting the 
Sndards have no commercial 
interest in the industry - worse, 
fey W ork under no hierarchal 
structure of management 
There is no defined chain of 
oonrniand.” 

Meat company executives 
md meat workers alike describe 
fteanny of meat inspectors as 
-tin hitlers" or "the chosen 
nee" 

Friction between meat 
workers on the chain and 
meat inspectors contributes to a 

large and growing portion of 
industrial stoppages. • 

• Many reasons are given for 
ibis friction. One if their youth. 

“The guys on the chain arc 
working hard alongside four 
meat inspectors leaning, hands 
in pockets, on the rail." says one 
company executive. 

“The meat workers have 
been doing their jobs for a long 
lime. They resent being told 
tow to do their job by some 
young pup”. 

Friction between meat 
workers on the chain is often 
soned out quickly in manly 
fashion with fists. 

Friction between meat 
workers and bureaucrats leads 
to PSA involvement, and long 
and niggly industrial stoppages 







Inspection... “niggly demands" may defeat boredom. 






such as that which occured in 
the Whakatu works last Feb¬ 
ruary. 

The Government veterina¬ 
rian in the works is ostensibly 
the senior man on the job. And 
by and large the veterinarians 
are respected by workers and 
management. 

But the veterinarians do not 
fill a top role in the man¬ 
agement hierarchy. 

While the regulations arc 
uniform, conditions at works 
throughout the country dilfer 
widely. 

The veterinarians do not 
have the power to interpret the 
regulations with flexibility. 
T hey must go through Lhc 
regional veterinarians and on to 
Wellington for a “by the book” 
ruling in a time-consuming 


bureaucratic process. 

When a dispute involves 
meat inspectors, they do not 
deal through the veterinarian as 
the next link in a chain of 
command. They go to the 
senior meat inspector in the 
plant, then to the PSA in Wel¬ 
lington. 

The Ministry of Agriculture 
and Fisheries, which pays the 
meat inspectors’ wages tends in 
pass the buck on industrial 
relations matters to the meat 
companies — which have m> 
control over the inspectors 
working under iheir roots. 

One exasperated meat com¬ 
pany executive summed up the 
situation: “The inspectors are 
under Lhc PSA, but the only- 
people they can take it out on is 


us ... sometimes it is easier to 
give in to unreasonable . 
demands than to screw up 
production.” 

Meat industry sources and 
management consultants cite 
the three separate management 
structures - one for company 
employees, one for veterina¬ 
rians, and another for meat in¬ 
spectors — as a prime reason for 
poor industrial relations in the 
industry. 

The meat inspectors' job is- 
repetitious and boring. For the 
meal worker on the chain, it is 
seven lambs a minute, day in 
and day out. 

The meat worker is busy 
working upa sweat and can lake 
some satisfaction in through¬ 
put through the chain. 

The meat inspect' ir lias 
nothing to do except watch the 
process, pass, downgrade, 
reject, or detain carcasses from 
the moving chain. 

As more and nmre meat in¬ 
spectors are employed in in¬ 
spect :i constant quantity ut 
meal, the meat inspector's 
hands become even more idle. 

The nature ol the job makes it 
hard to attract and retrain men 
of high calibre in the job, said 
nne management consultant. 

The total work environment I 
is fertile ground lor industrial 
trouble-making and niggly 
demands m defeat boredom, lie 
pointed out. 


Bureaucrats play rigorous “snakes and ladders 


VETERINARIANS in the 
m&i Industry have moved in 
recent years from a position of 
semi-autonomy and flexible 
decision-making to a by-thc- 
book approach, with the chain 
of command extending through 
die regional vet to Wellington. 

This has been accompanied 
by a growing number of inter¬ 
pretive manuals setting out 
every detail of works design, 
construction, and operation. 

The attenuated chain of 
command slows decision- 
making, industry sources 
complain. 

Meat industry executives 
also complain that the meat 
regulations passed by Par¬ 
liament were intended only to 
rake sure the meat was 



Veterinarians... part of the ever-expanding Government Impost- 
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Industry sources say meat 

companies arc often presented 
with demands for pi nu ihcr.t- 
tions or additions-not covered 
by regulations. 

Because works veterinarians 
are reluctant to use their own 
initiative in interpreting the 

regulations, plant managers are 
forced to take a Jay or two off 
work to fly to Wellington to sort *. 

out problems. ( 

The ministry has produced a 
huge chart (about l metre by 1.3 
metres) on new meat works 
construction and design 
dubbed "the snakes and ladders 
game” by meat company ex- * 
ecutives. 

Looking very much like a 
monopoly board, this chart 
outlines the myriad procedu¬ 
ral steps involved in gaming 
approval for a new works. 

The chart has little arrows 
and boxes showing how the 
game must be played. Should 
one of the bureaucrats in the 
long list of approvers be sick or 
out of the country, the meat 
company "goes to jail" until the 
necessary signature can be ob¬ 
tained. 

If a machine, such as the 
ministry's microfilm unit, 
breaks down (as it did) the 
company is held up until tt is 
fixed. 

Plans for a recently con¬ 
structed works were held up for 
six months by the ministry, 
during which time the plant 

was built without approval. 

Industry sources say they 
cannot afford to sit and watch 
inflation escalate building costs 
while the bureaucrats play 
snakes and ladders. 

. Said onecompany executive: 
"The industry can’t afford to 
work at the public servant’s 
pace. If we did we’d go bank- 

^Our big problem is not 
hygiene, hut people with, nq 
. responsibility for profit want-. 
..Ins'-the'right tp rUn the in¬ 
dustry,’Uiejiaidi . . I 
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The great New Zealand electrification programme 


by John Peel 

A SECOND aluminium 
smelter in the South Island 
would be "paying its full share 
for power in the long term", 
according to Energy Minister 
Kill Birch. 

Birch stated thut the starting 
point in negotiations on power 
pricing to prospective large- 
scale users was the bulk supply 
tariff less 25 per cent. 

As we have been told on 
many occasions, the bulk tariff 
purports to reflect the full costs 
of generation (together with a 
capital works contribution) so 
die 25 percent reduction must 
of itself be regarded as a direct 
.subsidy. 

nit’ 25 per cent n» South 
Island industry is it discount on 
I he retail price, not ilic bulk 
tariff, and serves at best to res¬ 
tore relativity with similar 
North Island retail tariffs. 

Since Birch hopes "... that 
by the end of the Smith Island 
jvwcr surplus peri ml the rate 
would be back close u> the bulk 
tariff of about 1.9c a unit", it 
appears that the full price 
would not he charged for 
several years. This could also be 
interpreted as a subsidy, its 
magnitude depending partly on 
the way in which the “power 
surplus period" is determined. 

The bulk tariff figure of 1.9c 
is also a most misleading basis 
for negotiations, iT the national 
benefit is to be the principal 
criterion for judging the worth 
of a proposal. This is because it 
is Government policy to 
require capital investments in 
electricity generation to pay 10 I 
per cent interest on all loan \ 
moneys. 

The changeover from ear¬ 
lier, lower-in I crest rates has 
been gradual, over the last four 
years, and will largely be com¬ 
plete in another year or two. 
Without any other change in 
New Zealand Electricity Divi¬ 
sion finances, the increase from 
the current average interest rate 
of 8.5 per cent toa rate of 10 per 
cent will change the bulk tariff 
to about 2.2c within a year or 
two. 

In any national benefit-cost 
calculation, however, the least 
that should be charged is the 
actual Govermeni rate for 
borrowing, which is now about 
13 per cent. On the same basis 
as the previous calculation, a 
rate of 13 per cent means that 
the correct bulk tariff basis for 
current negotiations should be 
about 2.9c at least, not 1.9c. 

Most economists, however, 
including those in Treasury, 
believe that a discouni rate of 10 
percent above the inflation rate 
is more appropriate for testing 
the economics of investment 
proposals of this type, and 
normally require that they at 
least break even, at that rate. 

Yet another factor that must 
be taken into account in 
evaluating the bulk tariff is that 
by the time any significant new 
clcctricity-intcnsivc industrial 
demand can be bought into 
production (about three years 
for u Tiwai Point third porlinc, 
more for a completely new 
smelter), roughly another bil¬ 
lion dollars will havebeenspent 
on capital works by the NZE, 
primarily for the purpose of 
supplying power for these in¬ 
dustries by the time the 
“surplus" has gone. 

This debt will, if charged at 
13 per cent, result in a further 
increase in the bulk tariff of 
about 4c, which is more than 
double the figure of l.9cquoted 
by Birch. 

It is worth noting that the 
, managing director of Comalco 


Ltd ( The Press , May 8) con¬ 
siders that .. the final price 
negotiated with the Govern¬ 
ment by Comalco for the South 
Island surplus power would 
have to be lower than 1.9c a 
unit.”). 

In reality, while the arith¬ 
metic involved in these cal¬ 
culations is simple, it cannot be 
done properly without infor¬ 
mation on the “correct" interest 
rates to be used. 

In my earlier questions, I 
pressed for a definition of the 
term “national interest", and a 
clarification of the ground rules 
for economic assessment. 


WHAT are the assumptions underlying the Government's 
plans to use "surplus" electricity for South Island elec- 
Irlclty-lntenslve Industries such as aluminium smelters? 
Some Interesting attitudes surfaced recently. In the replies 
given by Energy Minister Bill Birch and Trade and Industry 
Minister Lance Adams-Schneider to questions put by 
John Peet through the pages of the Christchurch Press last 
month. 


probably lasr for a while 
(allhough the very existence of 
a real surplus is currently being 
questioned seriously), but 
electricity- intensive industries 
such as aluminium smelters are 
likely to last 10 times as long as 
the surplus. 


consumers will lasr at best a few 
short years, after which the bills 
for new construction will come 
rolling in, and all consumers 
(other than those on contract) 
will then need to pay more than 
would have been the ense if 
these industries and associated 


demand to be met by transfer¬ 
ring power South via the Cook 
Strait cable. 

Someone will have to pay the 
extra cost of generating that 
power, which is four or five 
times higher than the New 
Zealand average. 

Taken all together, these 
points indicate that, in any 
economic study of the benefits 
of industries of the type 
proposed, the full cost of ex¬ 
panding the electricity system 
must be charged against the 
benefits to be gained, and the 
benefits of local downstream 
industries must be included, if 
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You expect your new company car 
to be perfect We do too. 

Just as a new Toyota makes a statement about your company 
it makes one about ours. 


Cable-Price 
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Neither Birch nor Adams- 
Schneidcr has given these data, 
which arc surely fundamental 
to the analysis of national in¬ 
vestment proposals, whether 
they be in electricity or eggs', 
aluminium or automobiles. 

Simply to indicate the 
Government’s intention to use 
the surplus “at good rates of 
return'* is unconvincing, unless 
supported by a lot more infor¬ 
mation than the Ministers hove 
made available. 

In the context of overseas- 
owned electricity-intensive in¬ 
dustries, for example, where 
the multinational vultures arc 
hovering over the Beehive, it is 
true that the sale of surplus 
power will result in **... 
reduced costs to all con¬ 
sumers”, but this is an ex¬ 
tremely short-sighted ■ ar¬ 
gument. 

The, surplus itself will 




The Government's policy to 
introduce such new industries 
has been used as a justification 
for limiting indigenous con¬ 
sumption (particularly by the 
domestic sector) and, more 
importantly, as an excuse for 
constructing yet more power 
stations, which could in no way 
be justified by even the most 
optimistic predicted "natural" 
increase in demand of New 
Zealand industry over the next 
decade or mo. 

So, for Birch toclaim that the 
sale Of the surplus will result in 
reduced costs to all consumers 
completely ignores the fact that 
contracts for long-term sales 
will inevitably , demand the 
■ construction of yet more power 
stations,nr a price that isat least 
double that of the existing sur¬ 
plus hydra capacity. The net 
result is that any reduction in 
cost (if there is one) to existing 


power stations-had not been 
constructed in the first place. 

Let’s not forget that we have 
started paying for them already, 
with about 30 per cent of our 
present power bills directed 
towards works that have yet to 
produce any power at ail, and 
for which there is no demon¬ 
strable demand. 

Another point is the pos¬ 
sibility of two or three “dry" 
years, such as happened in the 
mid-1970s. If the hydro lakes 
are low, one cannot assume that 
several hundred million dollars 
worth of smelter will be shut 
down, and the workers paid off 
until it rains again. 

What will happen is that 
either all the other consumers 
will go short, or else the ex¬ 
tremely expensive Marsden A 
(maybe even the mothballed 
Marsden B) oil-fired stations 
will have to be run, to enable 


there are any (I haven’t seen 
many from Comalco). 

Unless the industries can pay 
the full national costs of the 
expansion, they are likely to 
result in a net economic loss to 
the nation. 

The sale of power at the sort 
of price Birch and the general 
manager of Comalco have been 
talking about has at no time 
been shown to meet these basic 
criteria. 

Without these industries, 
there will be the opportunity to 
think carefully, before plan¬ 
ning the release of funds into 
other, more productive uses. 

In particular, the power sta¬ 
tion construction programme 
could be entirely revised, with 
those projects which are well on 
the way being complete, and all 
others (for example, Clutha) 
stopped immediately. 

There is no conceivable need 


for further power station on. 

struction for the next lOoreven 
20 years, judging f rom 
and likely trends and our«. 
peeled surplus. 

Moreover, it i s more than 
hkely, given a long-overdue 
renous policy of energy con- 
servation and changes in the 
pattern of consumption that are 

already evident, that no more 
capacity will etvr be needed in 
New Zealand; the existing and 
imminent surplus - which is 
massive — is sufficient to lake 
care of any realistic increase in 
demand - barring more netr 
smelters and the like - forthe 
foreseeable future. 

Adams-Schneider claims 
that the Government cannot 
release all its information on a 
proposed second aluminium 
smelter, first because of the 
need to respect confidentiality 
of information supplied hy die 
eiiinpeting interests, unJ 
second to avoid giving away the 
Government's negotiating pi- 
siiiun. 

On the surface, this ar¬ 
gument is persuasive. 

But on closer examination 
the logic appears faulty. In 
particular, the argument is w 
general and so vague as m jus¬ 
tify t<<inl secrecy in just about 
any area of Government 
policymaking. (One suspect* 
that identical arguments would 
be trotted out, if the Govern¬ 
ment was negotiating an ar¬ 
rangement with the private 
sector for providing mornin? 
aiwl afiornoun teas in Govern¬ 
ment departments). 

Company information 
should probably be respected 
where secrecy is demonstrated 
to be necessary, although the 
ethical justification for such 
respect is questionable, par¬ 
ticularly in the case ot a mul¬ 
tinational company wiiha local 
monopoly. 

It is in the area of Govern¬ 
ment economic policymaking, 
however, that Adams- 
Sehneidcr's assertions musi be 
examined most carefully. 

The Government is intend¬ 
ing not only to sell off the cur¬ 
rent power surplus, but also to 
enter into agreements that 
pre-empt vast quantities c * 
capital funds for the next 
decade, and the probability ot:a 
long-term indirect subsidy 
electricity consumers and tax- 

Hshnot of the very essence of 
democracy that he pubhs 
least the basic ground nu« 
used for project evaluations o 
this type? After all, toclaim tM 
his own officials have earned 
out checks and cross-ichec 
assumes first that the 
against which they are a Jjt 
the checking and cross-ch 
ing are correct, and second in 
his officials possess all the in 
formation needed for a co 
plete assessment. . 

Without a proper m«p» 
dent audit, by competent Pf 
pie free from P 0 ’ 1 ^ 
fluence, can any such asses 
ment be regarded as t 

reliable, and unbiased? 

It looks suspiciously «' . 
Government's policy ^ 
power surplus, nan *! y jp 

it is Aot preparedw® 

nothing about it, could 
riously in error. _ 

One is left with the feelmg 

that, either the Minis *“!? a nd 
understand the econo 
technical complexion ° 

subject, or that they are ^ Qf 

perate to hide the result ^ 
major planning. e E!? _^f se nd 
past thatthey are wiling * pf 
yet more billions of 
good money after bad, 

Continued on WO® 32 . 
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Increased temping spurs staff agencies 


by Molly Elliott 

AGENCY work, knowlcdga- 
‘vu friends said when I first 
won to London 29 years ago, is 
ihcsbot “You shift from )ob to 
jotl paid onlY for the hours 
marked, and you need gi ve only 
in hour’s notice. 

Through an agency, I work- 
riforthe Automobile Associat¬ 
ed the Docks and Inland 
Waterways Executive. On a 
■tfwid trip and through the 
jmc agency, I worked for the 
Eqg Board and for Austin 
feed's menswear store. 

Like many New Zealand 

writing holiday-makers, that 
sa> my introduction to em- 
ityment agencies of which 
dih country was then as igno¬ 
rant as a Windward Islander. 

Even in 1961,1 found only 
die employment agency ope¬ 
ning in Auckland. I worked 
1,7 it over several months lor 
die World Record Club, Arm¬ 
strong and Springhall Ltd and a 
trad dealer. 

Recently, 1 registered with a 
highly efficient agency, and 
nuked in a factory canteen, for 
jdicmical company, and tor a 
piblie accountant. 

1 had ample choice of agen¬ 
do this lime. They fill eight 
piges of the Auckland tele¬ 
phone directory's Yellow 
Pages. They include overseas 
companies that have opened 
Mar Zealand branches. 

One agency, Drake Interna- 
tonal, started in Winnipeg. 
GroJa, with only $2000 capi- 
ul. It now has branches in 
Australia, America, Europe, 
toiih Africa and Britain. It 
•fined its Auckland office in 
M2 and has suburban -atel¬ 
lies in New Lynn, Penrose and 
Ouhuhu. Its Wellington office 
hs a Lower Hurt olf-shuoi. li 
alsohas a Christchurch branch. 

Ihc staff placement industry 
iw. evolved over the last 30 
'•urs. 

The Drake company set out 
t" become a world leader in the 
[toonnel industry. 

‘Where there's a market lor 
kills, we do business," says P R 


— t M V vuniiihnni anj a i 

Meingast, area supervisor New 
Zealand for Office Overload, 
Drake's temporary cm- 
fty'ment department. 

Why has the industry cx- 
Ptoded for temporary and 
Immanent employees? 


Meingast cites one reason: 
the availability of more skilled 
people who have grown fussier 
about working conditions. 
They need a confidential ser¬ 
vice through which they can 
seek jubs without having to 
walk the streets. 

Because client companies 
must use time effectively, 
newspaper advertisements 
merely inundate them with re¬ 
plies and management must 
spend considerable time inter¬ 
viewing applicants. The 
agency assumes this chore, 
weeding out possibles for the 
client to see. 

As regards temporary work, 
many women - specially if 
iTtirried - find this best suits 
them. 

“The client must balance 
work force with work load," 
Meingast pointed out. 
“Therefore, companies have 
become selective in engaging 
staff for one-off iobs that may 
last two days of two months." 

Agencies today call them¬ 
selves temporary help contrac¬ 
tors. They take all the risks, 
protect the applicant, screen 
clients and act as counsellors 
and consolers. 

When Drake arrived in New 
Zealand, the industry needed a 
well-organised approach to 
temporary help. As it has 
developed, it has less tolerance 
for the scruffy office like a 
corner cupboard with the 
shelves taken out. 

The temporary stall situa¬ 
tion has moved through four 
stages. The first was as a rescue 
service in the event of illness or 
holidays. 

In ihc 1950s, it entered a 
second phase as companies 
began using temporary staff in 
llcxible planning taking peak 
cycles into account. 

' In those days of full em¬ 
ployment, skills were scarce. 
Then times hardened, squeez¬ 
ing profits. Computers arrived. 
Companies and agencies had to 
develop mi organised approach. 

Tliis took i he personnel in¬ 
dustry into the 1960s. By then, 
it had diversified considera¬ 
bly, entering a third phase. The 
need ran not only toolticc stall 
but to demonstrators, promo¬ 
tion and sales staff, a trend 
taking in the mechanisation 

drive. . 

The client now expects the 


contractor to take on an entire 
job for which it has no qualified 
or available staff. 

Meingast says that, while his 
company can cater for all 
diems, many agencies still 
operate at the first level. Some 
liave entered the second phase 
but contractors need a pool of 
alt available skills. 

He foresees the day when 
contractors will supply ma¬ 
chinery along with temporary 
staff. 

Agencies cost a lot to run. 
They pay out wages whether 
the client pays them or not. 
Consequently, they have a 
professional organisation, the 
New Zealand Association of 
Temporary Help Services, es¬ 
tablished in 1975. 

The Federation of Personnel 
Services caters for agencies 
specialising in permanent jobs 

With the deepening reces¬ 


sion, mure clients have expe¬ 
rienced reduced profits. New 
technology has changed the 
working environment. Mean¬ 
time, the temporary help in¬ 
dustry continues growing 
because «if an unemployment 
rate not experienced in new 
Zealand for many years. 

Nevertheless, it is still dif¬ 
ficult to find skilled individuals 
especially in data processing. 

Another sign of ihc limes: 
competent secretaries du nm 
move as frequently as before. 
Computer processors and ope¬ 
rators can almost immediately 
find jobs; not so, filing clerks. 

"Because costs have risen so 
dramatically, clients generally 
have become more selective," 
Meingast says. 

The agency must s.u M y both 
client and worker, hence the 
need for prulessimulism in a 
changing industry that must 
improve its marketing. 


Workers joining an agency’s 
staff all sit tests. This evalua¬ 
tion usually includes typing, 
figures, verbal fluency, filing, 
shorthand, plus an interview 
and a check on references. 

Meingast's company 

demands ;i client’s report on a 
stall member. They consider u 
essential to have an on-going 
assessment of performance. 

Some agencies rely on tele¬ 
phone assessments, t tillers 1 iiul 
invaluable a permanent record 
approximating raung Inrm. 

Wlui happens il the agency 
receive- an unlhvnur.ihle 
report? Il talks to the employee, 
guides and coun-els it neces¬ 
sary. A second tiiihiviHiwble 
report nie.ins .mother conic- 
rence, possible a iciotiug- A 
ibird bad report means that the 
arrangement jum lus nm 
worked mu Lot either ptiriv. 


Sometimes, it's the client 
who needs guidance, -ays 
Meingast. 

Clan anyone start an agency? 

Why not? It does, however, 
require considerable finance 
and licence. T he day when 
Nuncone could open an agency 
mi a shore si ring budget and 
without expertise has long pa-t. 

That’s the sort of place 1 first 
tried in London - a dingy nl- 
lice in charge ot a man with the 
suspicious, dour look ni ii ciin¬ 
spiring lay preacher. Some 
places like this took the 
employee’s first week’s pay. 

But now contractors must 
make their wage record- 
.nailable to the Department ol 
liibour. lasts ol employees 
must go to unions. Otherwise, 
the win ile operation depends on 
the el his sol the industry and, m 
mucasinglv competitive cir¬ 
cumstances, these iiiiist be high. 


Sterling Nicholas 
takes the risk 
out of duty free 
shopping! 

It's not much good saving on duty 
free prices if you find whatever 
you’ve bought isn't right when you 
bring It home. 

You won't be disappointed if you 
shop at our Sydney showrooms 
— we guarantee satisfaction, no 

argument. Write for our free 
illustrated brochure. 

Sterling Nicholas 
Duty Free Cm 

10S Pitt Street • Crest Hotel, Kings Cross 
113 Oxford Street, Darllnghursl, Sydney. 


Telephone 33 3251 


NEW ECUPSE S/140. 

SPEED 
MAKES THE DECISION 
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Out West a slow decision could 
ruin your health. 

Today a slow decision could ruin 
your business. That’s why our new 
entry level ECLIPSE S/140 is the 
fastest computer in its price class. 
Using the powerful EC L1PSE 
instruction set and the new, high 
performance floating point unit, 
the S/140 achieves Whetstone 
performance rates of 450* and 
380* for single and double 
precision floating point. 

Compare: S/140, 256 KB 
ERCC MOS memory, FPU, 

25 MB disk, 1.26 MB diskette 
and 180 CPS printer console for 
$60,205. In fact, our new 
ECLIPSE S/I 40 gives you far 
better price performance than any 
other processor in its class. 

With the kind of reliability you’ve 
come to expect from DATA 
GENERAL. 

ECLIPSES/140. 

When speed is vital, you be the 
judge. Phone or write, or send in 
the coupon. 

*In thousand Whetstone 
instructions per second. 
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Air NZ caught in railways finance slipstream? 


by Bob Stott 

THE emphasis was on [he new 
Boeing 747 jumbo jet fleet 
when Air New Zealand held 
annual press forums in Auck¬ 
land — but a more sombre story 
emerged as the day drew to a 
close. 

It was a story more familiar 
torailwaymen than the aviation 
industry — a story of annual 
deficit, of fare increases not 
high enough to recapture 
profitability and yet too high to 
attract new traffic, a story of 
threatened service cut-backs 
and of closing smaller termin¬ 
als. 

It seems that some airline 
executives are beginning to 
wonder whether transport may 
be inherently unprofitable - 
that we might he entering an era 
when revenue will be unable to 
keep up with expenditure. 

't here was a hint along these 
lines in an address to the forum 


by Air New Zealand general 
commercial manager Matt 
Ramsdcn. Discussing the 
domestic market, he said: "Wc 
many well be coming to the 
crunch point, the point at which 
price increases are to a sig¬ 
nificant degree counter¬ 
productive. This may in turn 
challenge the principle of 
cross-subsidisation, which has 
worked effectively in New 
Zealand domestic air transport 
for so many years.” 

In short, the time might 
come when regular fare in¬ 
creases start scaring away pas¬ 
sengers ... when an increase in 
fires will start pricing air travel 
off the market. 

That would affect the whole 
air service structure. Tradi¬ 
tionally, Air New Zealand and 
predecessor NAC have pitched 
fares at a sort of average level. 
As a result, on trunk route 
where good Loadingsand longer 
distances prevail, the services 


make good profits. On provin¬ 
cial routes, with smaller and 
less economic aircraft, with 
poorer load factors and with 
shorter distances, losses, or at 
best break-even results arc the 
rule. 

As long as the trunks are well 
patronised, the airline can af¬ 
ford to carry the provincial runs 
(the air equivalent of rail 
branchlines) but if trunk ser¬ 
vices profits diminish, then the 
secondary runs become an un- 
supportable burden, for there 
would be no way that the trunks 
could subsidise the minor 
routes. 

The airline would then have 
several choices. 

• It could be forced to do 
nothing, run into the red and 
stay there, trapped in the same 
vicious circle which has sur¬ 
rounded New Zealand Rail¬ 
ways — through no fault of its 
own. 

• It could cut back on ser¬ 


vices until all that was left were 
the profitable runs. This course 
of action has political reper¬ 
cussions, to put it mildly. 

• It could develop and ex¬ 
pand those services which arc 
commercially sound; continue 
those services which provide 
proven and adequate social 
benefits (and spell out the 
costs; and discon¬ 
tinue those services which have 
no clear commercial or social 
justification. 

Regarding the continuation 
of services which “provide 
proven and adequate social 
benefit", Air New Zealand 
would want to be recompensed 
for their provision. 

If this happened, we would 
have reached the stage of giving 
up on trying to make some 
transport services pay. But the 
airline would not carry the 
burden; nor would users of the 
profitable trunk services. 

If the Government would 
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distributors 'car 


not accept that some services 
should be supported by grants 
from central government 
funds, Air New Zealand would 
have to trim back these services. 

In short, Air New Zealand 
could cut its losses on secon¬ 
dary routes in several ways— by 
closing airports not far 
removed from alternatives, by 
reducing and compressing ser¬ 
vices into a single shift, and by 
stopping some altogether. 

The loss on domestic ser¬ 
vices has not reached the 
colossal dimensions of Rail¬ 
ways losses — my estimate is a 
deficit of around $725,000 in 
1979-80. And if domestic ser¬ 
vices are subsidising interna¬ 
tional services, the domestic 
loss would be a much greater 
percentage of the total 1979-80 
loss of around $20 million. 

Airline finances were dis¬ 
cussed in detail at the press fo¬ 
rum by Air New Zealand gen¬ 
eral manager corporate finance 
Bill Varcoe, who pointed out 
that a Government directive 
requires the airline to “act in all 
respects in a commercial man¬ 
ner, to make profits and to pay a 
dividend on equity capital”. 

He quoted "at least 5 per 
cent” as a reasonable rate of 
profit before tax, so that $25 
million or $30 million in the 
coming year would not be un¬ 
toward. These figures show jusi 
how far the airline is off acting 
“in all respects as in a com¬ 
mercial manner". 

Varcoe pointed out that the 
domestic service load factor 
had been 70.6 per cent in the 
year to March 1980, a good 
average in anyone's language. 

So why the loss? Fun¬ 
damentally, said Varetie, an 
inability to keep pace with 
sky-rocketing costs. He pointed 
out that the Air Services 
Licensing Authority docs not 
consider it in the public interest 
to allow fares to be based on 
anticipated cost increases, so 
there’s always a lag. 

For example, at the lime of 
the September 1979 fare in¬ 


crease application, $7 million 
increased cost had accumj 
ed, which was absorbed m 
not recovered in the fare k 
crease. 

Varcoe explained that the 
other contributing factor to 
domestic losses had been the 
effect on thcprovincial services 
ot the huge rise in cost increases 
and increased fares. 

"These have only served to < 
exacerbate the provincial 
losses. At the end of December 
the irunk services were show¬ 
ing a profit of about $7 million 

after the full allocation of all 
revenues and overheads, but 
this was more than extin¬ 
guished by the loss on the 
provincial services,” he said. 

That gives some idea of the 
airline’s dilemma. There is no 
doubt that 1980 will «c more 
fare increases. Last year far*, 
rose in August by 10 per cent 
and by 11.25 per cent in Sep¬ 
tember, and by 16 per cent in 
February this year, a cumula- 
live total of 42 per cent. 

Ramsdcn pointed out that, in 
round terms, the cost ol ope¬ 
rating Air New Zealand 
(domestic and overseas) couiJ 
be divided into three roughly 
equal seel ions - about one- 
third being the cost of foci, 
one-third labour, one-thin! 
everything else. 

The airline is not able tod» 
much about fuel prices, an J ha- 
little say in labour costs, thu- 
the upwards tare spiral will 
continue with fuel and labour 
costs. 

If the public can appreciate 
the dangers of allowing an or¬ 
gan isatiun to run deeply into 
the red and yet insist on no 
service reduction or steep tare 
rises, then rhe way is dear for 
the airline to unburden the cost 
of "social” services on to some 
other Govcrmcnt agency. 

A loss of less than $1 mi |ll0n 
on domestic services may seem 
nu big deal, but when short¬ 
term prospects are not bright, 
the airline is in a difficult po- 
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Aussie entrepreneur puts consumer first 


by Warren Berryman 

FRANK Bannigan, dinkum 
Aussie entrepreneur and self- 
gudeman, moved last when he 
decided to shift part of his 

manufacturing operation from 
Melbourne to Auckland and 
ash in on New Zealand’s ex¬ 
port subsidies. 

Sixteen years ago Bannigan 
surted his Melbourne-based 
Kambrook Distributing Pty 
Lid with a peppercorn capital 
of $3000. Last year his elec¬ 
trical hardware manufacturing 
firm turned over $15 million. 
Next year's estimated turnover; 

S25 million. 

Six months ago Bannigan 
Jscided to shift part of his 
iiperai ion to Auckland. 

Today, $400,000 later, Ban- 
nigan has a factory in G lenfield 
nuking products for the New 
Zealand market. His goods are 
msale and selling well. 

From inspiration to actuality 
Kambrook took less time to get 
us goods on the market than 
many Kiwi competitors 
would havelaken iust to get the 
idea through the board room 
.Hid on to the drawing board. 
What’s more, Bannigan 
pi»nihcs to be world-compe¬ 
titive in price from the start, 
rtfering New Zealand ci»n- 
•umers cheaper goods and ex- 
P<ningmore than 70 per cent ol 
his total production within the 
liN half-year of operation. 

This is a tali order in a 
snuniry where manufacturers, 
after enjoying more than 40 
tcan of import licence protec¬ 
tion allowing them to charge 
'*hat they will in a cuptive 
turner market, and being 
heavily subsidised by export 
incentives, find it difficult to 


export more than 20 per cent of 
their production, much less 
compete with imported goods 
or offer their local captive 
consumers quality foods at any¬ 
thing like world prices. 

Taking advantage of an in¬ 
frequently used section of the 
Nafta agreement known as the 
"rationalisation scheme", 
Bannigan has shifted the man¬ 
ufacture of three of his products 
to New Zealand and in return 
been given import licences to 
bring in two other product lines 
from his Australian operation. 

The New Zealand side ol the 
operation, known as Kambrook 
Manufacturing (NZ) Ltd, 
started production on a trouble 
light. 

Several more New Zealand- 
made products will follow by 
January 1981. 

Kambrook items imported 
from Australia are a light and 
power reel, and a food and 
water heater. Looking very 
much like an electric coffee jug, 
this gadget will boil the coffee 
water, heat a tin of baby food 
and pouch three eggs all in one 
fell swoop. 

The Glenfield plastic injec¬ 
tion moulding plant making 
these goods employs 12 people 
under the management ot New 
Zealander Mike Worthington, 
who has 14 years' experience in 
injection moulding. 

The plant will employ 5t> 
people within 12 months, 
Bannigan said. 

The plani opened on May 15. 
Two weeks later the 7d0Uih 
unit rolled off the line. 

In the first hull-year. Ban- 
nigun said, he anticipated local 
sales of $0.2 million and exports 
of $0.5 million. 

Distribution in New Zealand 


will be handled by Heatway 
Industries, agents for General 
Electric home appliances. 

Onihecxport side, Bannigan 
is looking first to Australia, 
then to the United Slates where 
his products arc undergoing 
their final testing by the Un- 
derwritersLaboratory.and then 
to South and South-east Asia. 

Kambrook's Australian 
operation, paying higher wages 
than those paid here, has been 
exporting to Hong Kong, 
without the benefit of our ex¬ 
port subsidies, for some years. 

Bannigan says he plumps for 
high-volume low margin. 
Then, he ploughs profits back 
into plant. 

Bannigan buasts that his 
Glcnficld compuuirised injec¬ 
tion moulding plant is the best 
- the most modern - that 
money con buy. 

The $3110,009 which Han- 
nigan has lied up in plant at 
Glenfield, will work 21 hours a 
day six days a week. 

Bannigan had nothing but 
praise for Trade and Industry 
Department officials. He said 
he found them good to deal with 
and fiat out to get his project oil 
ihe ground. 

He was not so enthusiastic 
about tlie attitudes displayed by 
and the prices quoted bv his 
New Zealand nuinul act urine 
component suppliers. 

The New Zealand content *»| 
his products rail at about 70 pci 
cent, Bannigan said. 

But this high local cuittcni 
was not obtained without 
sacrificing export competi¬ 
tiveness. 

Knmhn.iok’s pr> ».l ■ iet • arc 
made from a plastic compound 
known a* ABS. The world price 
for this substance is $ l .05 a kg. 


ihe Australian price $2.25 a kg, 
and the New Zealand price 
$2.50 a kg. Kambrook buys 
from a New Zealand 
supplier/ manufacturer. 

Kambrook’s products 
require electrical cables. Ban- 
nigau said that as his Australian 
company bought these cables 
from a New Zealand man¬ 
ufacturer (and let the New 
Zealand manufacturer in un 
those export subsidies), the 
price would be one-third of the 
price paid by his New Zealand 
operation (without the export 
subsidies being paid to the ca¬ 
ble supplier). 

While attractive to local 
suppliers, it was hard to main¬ 
tain this policy of buying 
locally and keep up local cmi- 
tcm. Bannigan said. 

Me said New Zealand elec¬ 
trical hardware was hall ila- 
price in Australia than it was in 
New Zealand. 

"New Zealand electrical 
inaiiulaeiurers arc loading 
domestic prices in order to ex¬ 
port," Bannigan said. "We 
won't subsidise »mr exports at 
the expense ot the local con¬ 
sumer." 

Kambrook products would 
sell in New Zealand lor about 
lit per cent above the Aus¬ 
tralian price. I'lie inajoi iactor 
in that price increase, lu- said, 
was distribution ir.mspoit 
Costs 

Internal transport costs hen 
w ere iboiii three limes those in 
Australia, he s.tid. 

So why move pan “t hi- 
operation to New Zealnul- 

1 Iw prime reason, fi.nmig.m 
w.i- u'- ■ !:■ 

which were higher rlian those 
offered in Australia. 

Labour here was plentiful 


and about Ift per cent cheaper 
than in Australia, he said. 

The New Zealand market, us 
big as New South Wales, was 
opened to him by the Nafta 
rationalisation scheme. 

On the negative side, there 
was a higher cost for internal 
transport, higher prices for in¬ 
puts, and slow, reluctant, or 
irregular suppliers. 

fijimigan said New Zealand 
manufacturers were reluctant 
to tender prices, unreliable us 
suppliers, and expensive. 

When he cracks the Ame¬ 
rican market for exports from 
New Zealand, lie said he would 
use American suppliers. 

But. he jitM wanted to get 
established here, not l' 1 stir. 

It i-, the consumer who 
counts for Bunnig.ni. t'wi- 
siinicTs btiv the product and 
success nr tailure depends en- 
lircly mi litem. 

Ilamiig.in. as a hov hum 
Broken Mill, .in cleciiician in 
ilu- mines, started his own bus¬ 
iness winding nun • ns ,n 17. Me 
weni to Melbourne in the catty 
rats to open K.tml'i«u»k Flcc- 
tncal l’i\ Ltd a com riding 

business with Moot)capital. In 
the tirst year, the turnover w,i> 
■sltin.oud 

In pit,| lie l.uiitched Kain- 
brook Poll ibutois. a li.ii Jw.ue 
m.iniil.ii ini ingc»iup.iiix. I'm u- 
over lor that tomp.ur. Iir> m- 
cic.md b»77. 1»per cent. 
p» 7 s. 1 1 in per cent. l‘ , 7‘». fit! 
per cc'iii 

prso bronchi K.unbn■>4 t<> 
the SI5 million mark. And 
B.mingan expects a mrnovei "1 
>2s million by I'Wl 

P. mr.i-Mi’’ In ■ i p'-r’ ■ u-. • 
cess troin Australia was m 
Hong Kong where the con¬ 
sumer is king and lias open ac- 
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Frank Bannigan .. plumps tor 
low margin. 

cess to the best goods and the 
lowest prices. 

One might expect that after 
I long Kong, the New Zealand 
market would be a push-over. 
But it appears BiUinignn raised a 
few eyebrows and hackles 
before his concepts were ac¬ 
cepted hero. 

K.mibiook ret used to give 
discounts, bo long as a rviailer 
ordered -i lull cat ion (It) nniis), 
the higgesi ict.tilei got no puce 
advantage over a smaller com¬ 
pel tun. no miner wh.u volume 
lie ordered. 

And Knmluoo) supplies u>< 
recommended price lists. Il the 
let.filer can cm Ins margins and 
give the con si imei -i betterdeal, 
that's ok.iv solar is B.imng.in is 

concerned. 

" I his. ' lie said, 'will inicci 
Nome real compel 11 ion and l lie 
consumer will bcuchi." 

B.inniean ottci- rei.nlcis a 

o.i ce teller. 

lie said lie will 'pend «• per 
cent ot Ins '.fie* receipt' on 
advertising - '»> per cent ■«fihi- 
,.ii TV Ad campaign- are 
I-l.iini'.-.I !oi him-. Vuru ! an-l 
Novem hci. By Clirisim.is. 
fi.innigan said he would spend 
■sKiuKtO on TV advertising. 
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Industrial leaders seek commitment to free trade 


FURTHER reinforcement of 
commitments to maintain a 
liberalised trading system are 
likely to result from a meeting 
nf the heads of state of the main 
industrial countries. 

Among the issues to be dis¬ 
cussed at the '‘summit’’ meet¬ 
ing in Venice, which opens 
today, will be the need to avoid 
protectionist actions and im¬ 
plement the agreements con¬ 
cluded last year in the Tokyo 
round of trade negotiations 
(AH N1, Amcricjft officials 
say. 

The seven-nation summit 
meeting will conclude tomor¬ 
row. 

Countries were under 
tremendous, pressure to take 
restrictive actions in individual 
industries a.s n result of an ex- 
pecled world-wide economic 
shnvduivn this year, said one 
American official. 


Considerable attention the¬ 
refore would be given to posi¬ 
tive adjustment policies - those 
policies which governments 
can pursue in seeking to avoid 
trade-restraining actions even 
in the face of rapidly increasing 
imports. 

Another important trade is¬ 
sue expected to be discussed at 
the Venice summit, is the extent 
to which governments can 
subsidise export financing. 

Reubin Askew, President 
Carter’s special trade repre¬ 
sentative said more than $5000 
million were spent by govern¬ 
ments in subsidising export 
credit in 1979. France allocated 
more than $2000 million for 
that purpLi.se and Britain more 
than £1000 million. 

The United States Govern¬ 
ment hopes for a change in the 
current formula on export 
credits that would account for 
exchange rate differences 
which have a major impact on 


both prices and interest rates. 

.Some trade experts have 
begun talking about the idea of 
a major new round of trade 
negotiations with particular 
emphasis in the services sector 
(bunking, insurance, engineer¬ 
ing, hotels, air transportation 
and so on). 

But one official said any 
summit-level action in this area 
was unlikely before 1981. 

“People feel we’ve gone 
through major negotiations in 
the MTN and that we have a 
hell of a job lelt to implement 
those negotiations." 

Specific issues of trade in 
steel and artificial fibres may he 
brought up by summit par¬ 
ticipants, American officials 
say. 

While they are reluctant to 
guess exactly how far the heads 
of state will go toward com¬ 
mitments in the trade area a 
high-level commitment to 
abide by the trade pledge that 


was adopted by ministers of the 
22-member OECD in Paris on 
June 4 is considered likely. 

The trade pledge, rewitten 
for the first time since 1974, 
holds the industrial countries to 
a “basic political commitment 
to make a political effon in 
managing their (internal and 
external) affairs in a way that 
minimises trade restrictions, 
Gcza Fekctekuty, assistant 
special trade representative for 
trade policy development, ex¬ 
plained. 

Specially important, he said, 
was that the new pledge was 
timeless whereas the old pledge 
had to be reviewed and renewed 
each year. 

“In the trade committee of 
the OECD we would spend half 
the year deciding what we 
would do with the pledge the 
following year,” he said. 

“Many people began feeling 
it was a waste of time. Having 
an annual renewal process also 


threw doubt on whether coun¬ 
tries were committed to a libe¬ 
ral trade system.” 

Fekctekuty said a new review 
process agreed to in Paris would 
not be directed at the trade 
pledge itself. Rather, each 
country would he examined to 
sec how well they had done in 
sticking to the basic principles 
of the pledge. 

Fekctekuty said the pledge 
was more than “just a piece of 
paper”, and would help limit 
trade restrictions through its 


ability to exert moral presswt 

“Once you have 8 tre* 
pledge it becomes incorpmttd- 
m the litany that’s recited 
whenever ministers, or p*. 
sidenis, get together. It m 
incorporated in summit com- 
inuniques and summit sta- 
leincnls,” he said. 

“And [(gets highly pc«* 
ahsed, particularly when it geo 
up io the summit meeting and 
Minister X starts holding 
Minister Y responsible Cm 
what hi> country has done" 
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Inflation slows down in US 


A SMALL rise in producer 
prices in May provided new 
evidence that inflation in the 
United States may be slowing 
down. 

Prices charged by producers 
for finished goods rose only 0.3 


per cent over ihc preim 
month, continuing the slow¬ 
down lhat began with April's 
rise of 0.5 per cent. During the 
I irst quarter of this year the 
average monthly increase «* 
1.5 per cent. 



Energy 


Continued from Page 28 

io avoid the need lor the major 
and inevitable structural 
changes in the ccunomy. in 
national lifestyle, and in in¬ 
dividual expectations that have 
been staring us in the face for 
the last few years. 

The fundamental argument 
in this whole debate is, of 
course, whether inuncy could 
be better spent in other areas of 
the economy. Since the propo¬ 
sals currently under conside¬ 
ration will leave little, if any. 
spare funds for other ventures, 
opportunities which show the 
potential for more wealth, more 
employment, more economic 
health and less susceptibility to 
the vagaries of export markets, 
will be squeezed out. 

There is no evidence, for 


example, that the Department 
of Trade and Industry gave 
serious thought, let alone de¬ 
tailed investigation, to other 
alternatives, before inviting 
proposals to use the “surplus” 
of "cheap” dear icily. 

Surely, the hot thing to d** 
now, is motll a hull lutht'AM 
negotiations and whetlcr- 
dcaling, jikI convene won-- 
thing like another National 
I Vvo lopment Conference? 

At such a forum, tlwvww- 
luniiies and alternatives lacing 
New Zealand could be clearly 
and dispassionately reviewed, 
as a democratic basis for 
policymaking in the next le« 
years. Without such a debate- 
there will continue to be a deep 
suspicion of Government ac¬ 
tions, which can only be des¬ 
tructive of a democratic porces' 
based on trust. 


Bob Jones in April 1980: 

"The current 
economic conditions tot 
property investment in* 
have never been 
better....in two 
decades" 

A limited, fifth and final, edition of the best-selling 
Jones on Property is now available. Bob Jones hard¬ 
hitting, funny, helpful guide to property inyestraen 
development in New Zealand, out of print for neany 
two years, has been re-issued for those with an 
entrepreneurial flair who missed the book before. 

The text has been updated and in a new prologue 
Jones explains why we’re on the verge of a new 
property boom. And how a penniless newcomer w 
the property business can become a millionaire 
before 1985. 

JONES ON PROPERTY... at good bookshop* 
now... or simply fill in the Fourth Estate . 
Subscription Sendee coupon elsewhere in this 
issue. 




Out to make a million (or more) on crowded rock 


CLINGING to a rock on the 
anthem coast of China is the 
tfld 1 . last bastion of truly 
pirate enterprise. 

Everyone of the 5 million 
/til. people crowded into its 
t* inhabitable spaces are there 
5- nuke money, the immigrant 
first million, the millionaire 
hi.hilliiin. 

It is a magnet not only lor 
(Timesc fleeing the mainland 
jpJ Vietnam, but also for 
Inglish, Australians and New 
/danders escaping stifling 
comments for Hong Kong 
WL 

Ik “company" makes a 
mforiablc profit for its four 
nijnr shareholders. 7'he Bri- 
u-k who were there iirsi after 
King expelled from Canton in 
bW, the Chinese, who sonn 
i"Uwed,and more recently i lie 
dtilwns of big business, 
bpjnanJ the United Stales. 
Nominally, the British arc 
nil in control ((trough the 
| i"'<mor who is appointed 
tremLondon and a Legislative 
li m\ comprising the 
y'W. leading "taipans”, 

In practice, Beijing subtly 
umrok the colony by ac- 
fWtfence. 

Ihe Chinese Government 
jdiKtt to recognise the three 
which expire in 1997, and 
touch Britain added much 
11 Kowloon and the N«wTcr- 
"Jj 10 Bong Kong island, 
rexing maintains that 1 lung 
top? iv and always was part of 
Finland China and is tempo- 
r Un ^ cr the control of a 
power. It doesn’t need 
which arc going to be 
embarrassing to the llri- 
i lhan the Chinese - or even 
1 * 10 “kc back the colony 
4 time it pleases. 

• 1 it needs to do, according 
-A is make one phone 
r'^wmpailictic Hong 
STrades Union Congress 
ah l cnsU ' ng general strike 
'jAi-HHj ,hc Government 
■^bling down. 

Thai phone call is unlikely 
, ®. any Hong Kong is 
■mportant as mainland 
*5 gateway, its training 
an important source 

-/i^^JwUikdy threat 
W^ ysfuture ’ a nd. at 
"bong” laughed 

accou, ? tants 

U. F“! cd all assets in the 

r ipid iv5 ,tori « ^Quld be 
a^mten off ute 

CK?" in ' 7yeara ' 

wf n „ °98s immediate 
arecconomic 
SJj Euro PC and the 
*312? tote protec- 
C ^ lmmi grams. 

^ f“ n f s * I* rha P* New 

^folded whL ° f aI1, com_ 
iwf^nextra 70,000 
v >etnam meant 
"flux from rt,° n l0 P of a huge 
Fortv^u d,emainland > 

are still 

a mandatory three- 


month stay at a refugee camp in 
the Philippines. Already they 
are vanishing from the recep¬ 
tion centres into Hong Kong's 
shanties and economy. 

In lutal, an extra 300,000 
people are thought to have ar¬ 
rived in the last two years 
bringing the peculation :<> 
somewhere between 5.2 million 
and 6 million. 

The exact figure is unknown. 
Economists and statisticians 
favour the lower figure, rea¬ 
soning that electricity, water 
and food consumption has not 
increased i o support a popula¬ 
tion of n million. 

Now there is a lull. Up to 
early May, only 1018 Viet¬ 
namese boat people had ar¬ 
rived. and the co-operation of 
the Chinese Government lias 
reduced the flow of illegal im¬ 
migrants to around 300 a day. 

For each one the British 
Army border patrols detains 
and returns, another 1.5 are 
estimated to make it to the 
safety of the urban centre. Once 
there they can immediately 
register for an identification 
card and find work. 

So far reaction against the 
illegal immigrants from both 
sources has been restricted to 
the occasional newspaper edi¬ 
torial, letter columns and radio 
talkback shows - the most 
powerful indicator of public 
feeling. Bui now there is a 
growing groundswdl suggest¬ 
ing that even those who make it 
to the bean of Hong Kong 
should be returned to China. 

Long-term social problems 
are hidden in the inflow, 
specially that from China. Most 
of those who succeed in getting 
through the border patrols to 
the sanctuary of the centre arc 
young and male. 

Men already outnumber 
outnumber women 53:47 on 
average, a ratio rhar is thought 
to be far wider in the 20-40 year 
age group. 

Jobs will be one problem, 
specially for the unskilled im¬ 
migrant but the shortage of 
suitable • marriage partners is 
expected to be revealed in a 
more ugly way, sn increasing 
number of sexual assaults and 
violent crime. 

Immigration is further 
straining the Government's 
low-cosi housing plans, blamed 
for encouraging the influx from 
China, 

Despite building 92,000 un¬ 
its in the last three years, the 
Government will fall short of 
its target of 175,000 new units 
by 1983. Forty per cent of the 
population now live jn 
Government-sponsored hous¬ 
ing ranging from “lock up 
beds” in old resettlement 
blocks to low cost multi-storey 
units to flats sold ft cost price to 
those who qualify by income. 

Land is crucial to the 
colony's development and the 
administration, has ~,be<n 
blamed for riot, producing en¬ 
ough arid thereby creating the 
boom in' rents and property: 
values experienced in 1979.;;. • 


-N • 


fn the Budget, Financial 
Secretary Sir Philip Huddon- 
Cavc said: “Mure land is 
thought u> he the solution to 
pretty well all our problems 
front housing to rents to infla¬ 
tion. None of these problems 
are quite as simple as iltal.” 

Nevertheless, the Govern¬ 
ment as die sole supplier i »f new 


land lias been unable to keep up 
with demand as rising auction 
prices testily. 

Average prices .it Govern¬ 
ment land auctions in all areas, 
excluding the New Tcrritoi iev 
went up In IN percent lot in¬ 
dustrial sties, last year 25 per 
cent lor coimik-rcial sites and 
residential sties — a ni.ts,ive 11 


per cent. 

I .and is also a m.tior m ■urcc < if 
(iovcmmciii income. Indie Iasi 
four years, sales • >1 rcel-umed 
sites have totalled 91 Ikyi.iiw 
‘I his u*:»r no hectares will he 
released putting an c» tuna led 
Mi>911 million nun the e\ 
die (del K l.ire tCilaiii.ilii.ii 
uisls aie dedusted. 


Another hectares will be 
released next Win. dec lining U» 
(id heel arcs in 19x3. 

Alt influx ol new linns is :i 
Luiiii ihimng i.imoi m (he in - 
creased demand 1m both of) kc 
.ind t.icioi's space. M lough 
propel is experts doubt 

Cuntiiiiiiul on Piicju :t-J 



AIRCRAFT DEPARTI 
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1 CX 

450 

TOKYO 

1 CX 

4 1 0 

SEOUL 

1 CX 

90 1 

MANILA 

1 CX 

400 

XA0HSIUNG 

1 CX 

5 1 0 

FUKUOKA 

1 CX 

522 

OSAKA 

1 CX 

504 

NAGOYA 

1 CX 

550 

TAIPEI 

1 CX 

502 

OSAKA 

a CX 

500 

TOKYO 



More the way you want us to be. 

What you want from your airline is care and attention. - 

You want them to get you where you want to be on time and 

Service which Is charming and efficient, to make your' 
journey just djat much more comfortable and memorable. 

' At Cathay Pacific we can promise you this and so much more. 

Today, we fly more people to more destinations on more flights 

tore we grow, the mote good reasons you'll find 
to fly Cathay Pacific. 



cathaV Pfl£23Sp 

D.r-l»,IXW fiAu*. • j 
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GATT puts check on riches from the rag trade pumping is the Kiwi codeword for competition 

RKCFSSIttNS ikrM. hn-ca « mmAamn of ,, nr __ Finlmd and .he Uniicd Sine, mulu-fibrc nogomnoo, ap- ... * 

tvcausi: ihe iimcrv lhev briny Souih-«H Asia and Japan. V ,137! .'VSTfiSS Ausuaha lias a apeua preheiuivcly. ulNew Zealand's worst taper., ngfaults are crudely exposed in -—-, B-I .u. 


RJ’t’f'SS'lONS are dreaded, 
because ihc misery they bring 
io Hong Kong is much mure 
devastating than that of any 
summer typhoon. 

Trading restrictions im¬ 
posed by countries no longer 
willing to compete arc feared 
almost as much. 

Next year's portents are 
grim. 

The deepening recession in 
the United States is expected to 
spread world-wide bring¬ 
ing a downturn in trade. And 
against that background 
Hong Kong will he renego¬ 
tiating the multi-fibre 
agreement which controls its 
exports of textiles and clothing 
in most developed nations. 

Already there are strong in¬ 
dications that trade protec¬ 
tionism is gaining mom emu nt 
as the older industrialised na¬ 
tions find they can no longer 
compete against the efficient 


low-cost manufacturers of 
South-east Asia and Japan. 

The long-drawn-out Tokyo 
round of multilateral trade 
negotiations under the GATT 
umbrella gave the developing 
industrial nations little. 

Hong Kong fought with 
Australia and New Zealand 
against the selective system that 
the industrialised nations 
wanted to restrict competition 
to the detriment of the 
developing nations. 

With the tide already flowing 
strongly against free trade, 
Hong Kong next year gets 
down ro renegotiating the 
agreement introduced as a 
temporary four-year stop-gap 
in the early 1970s. 

The agreement provides for 
countries .suffering harm from- 
textile imports tu negotiate a 
bilateral agreement with Hong 
Kong setting quotas. Quotas 
arc also set for other exporters 


iri Br KHI 



Textiles.. .moveoutolfashion. 

such as South Korea, Taiwan 
and China. 

Bifaterals cover trade with 
the European Economic Com¬ 
munity - it was Britain's ailing 
textile industry that prompted 
the forerunner of the multi- 
fibre agreement — Canada, 
Switzerland, Sweden, Austria, 


Finland and the United States. 

Australia has a special 
agreement giving it control 
over imports. And Hong Kong 
is throwing GATT adminis¬ 
trators the shuttle to overcome 
discrimination from Norway. 

For Hong Kong, the results 
can be painful though the 
agreements have forced a 
diversification within the 
textile industry from cheap 
cloth to “ready to wear" cloth¬ 
ing. 

Quotas are normally set on 
an equivalent square metre 
basis and to maximise returns 
manufacturers are moving to 
high-quality fashions. 

As a result, the textile sector 
has continued to earn half the 
colony’s foreign exchange, 
though the rapidly growing 
electronics sector cased the 
proportion back to 45 per cent 
in 1979. 

Hong Kong will go into the 


Gentlemen 

(And OF Course Ladles) 


On your next Auckland 
to Christchurch flight 

you will he propositioriec 


The proposition is this. 

It you tlv return on a lull or travelcar.l 
airfare from Auckland oc Rotorua lo 
Christchurch or vice versa between May 27 

and July 3i you automatically 
qualify for an incredible 50% 
discount on a Gitaway Cape 
Reinga Northland Holiday or 
s 50 off most other Gitaway 
New Zealand Holidays. 

, ° r ny one way and qualify for a 
discount on a Cape Reinga 
Northland Holiday or *25 oil most other 
Gitaway Nt* Zealand Holidays. 

This means that a 3 day Cape Reinga 
Northland Holiday, including a in ravel, 
superior accommodation and a lull day trip 
on rhe Ninety Mile Beach can now Le 
sours for jum *44 50 Irom Auckland or 
5 I IoG0 from Rntorua. 

Of 3 days d( Alt Cook staying at itic 
prestigious Hermitage, now just * 104 from 
Auckland oi ' 195 horn Rotorua. 

•*\| iju.mI to v,i if i>iivi>l'ss sense> 

Rotiil ><n 

’mu will if-, eivo 'Ihe proposition in ihe 
U"m o* .» sp<o d | v«||ii.»y will he 
I<.niili.d III you 6\ the 0U|on check-in 
coiiiiti’i 1 'imr fn vOiii inter-island ilhjln. 

Itns u..illoi he-:...rni;s your ol tia.il 
«liv mini vour|■•■,. v, k«‘i>p IroI'J of il. 

Its .'mu|.Mi-[y li.nisli-Mhli: So. if von 

11,1 l,,lc »** « il-.* .i Jvjin.it,e ol this unigue 
ofhfr ihc-n rn.ike -i .pit <*f it tn your family, a 
•'"■'i ' 1 ' ,,l « M--.n-t.iiv. u e i',ll,-.i.|ue ivhur-ver 
sun l.ke 

l lieu-s no limit to the iiihii|>i.-i Q | 

W'llli ts '.mi i .in • c-Ui 11 .mil .my number o! 
p-.i|>li- «-nn ir.ivi-l tu.|i-lln-i m u,i« gnnip 
wfiilsi l iking .idv.mt.i<|M nl Uiis oiler. 


Your Proposition Holiday can be 
token up to December 12th. so have your 
holiday j» leisure. 1 here arc 25 Gitaway 
New Zealand Holidays that you can make 
big savings on including, 

Bay of Isiands, B Days, Slaying si the 
THC Waitangi nnd including Bay of Islands 
ciutse on Mount Cook Line 'Tiger Lily 
Normally *242 from Auckland, 
with vouchers *192. 

Normally *259 from Rotorua, 
with vouchers *209. 

Christchurch. 8 Days, Staying at the 
Travel edge Hotel including city tour and 
visit lo Orana Wildlife Park. 

Normally *241 from Auckland, 
with vouchers *191. 

Normally *259 from Rotorua, 
with vouchers *209. 

Rotorua, 8 Days, Staying at the 
Travelodgt. with tours ol Whakarewarewa 
Reserve and Agiodome .Agricultural Rhow. 
Normally *192 from Auckland, 
with vouchers *142. 

Nelson. Picton and Wellington, 6 Days, 
including launch trip to Queen Charlotte 
Sound, day tour Mom Nelson to Pupu 
Springs and Mar hie Mountain and 
Nelson.'Blenheim Coach Trip. 

Normally *304 from Auckland, 
with vouchers *254, 

Normally *289 from Rotorua, 
with vouchers S239. 


•__ 
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- -11-1 r-.Al-it Mil. <> 4 .r<v>J-i> 


Mt Cook and Queenstown. 8 Days, 
including Christchurch, Mt Cook, and live 
mains at Queenstown, with day tour oi 
Milford Sound. 

Normally *3 81 horn Auckland, 
with vouchers *331. 

Normally *398 from Rotorua, 
with vouchers s 348. 

Best ol South Island, 8 Days, including 
Christchurch. Queenstown, Te Anau. 
Millord Sound. Invercargill and Stewart 
Island. 

Normally *390 from Auckland, 
with vouchers *340. 

Normally *40 f from Rotorua, 
with vouchers *351. 

Plus a wide choice of 3. 4 and 5 day 
holidays. 

You II lind all details when you receive your 
wallet. But if you want to know more, then 
contact your TAaNZ Bonded Travel Agent 
united Travel Agent or Holiday Shoppe. 

It s got to be the most Irresistible travel 
proposition made this year. Take it up. 


t-in-rv lilted -rifludij n.--l«in|‘l-on nl I*.. -.uilriv *A|. 
K-ohin.J j-e Isjv-d on «hjic h« room* ivmjtf- >uo«Ti 

dir .I-'I.JOK .1, n-w.lu-d , n biorhuiei jn-1 
J" >l<-.\r i tnwij f.-vf*., for lu.ei -ip 10 Oclotai U IMG 
"J" 1 15 i'" c *' J l , l- | v IM ifw »,^.dl -jllci IV 
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multi-fibre negotiations ap¬ 
prehensively. 

Bilateral agreements with 
the United States have already 
breached ihc “rules” estab¬ 
lished in 1977 and the 
agree mem with the EEC 
strayed funher from ihe for¬ 
mula. 

Hong Kong’s position is 
weak. It lias no bargaining clout 
to wield, relying solely on the 
skills of its negotiators. 

For the administr.it iun il is a 
dilemma. Should they go into 
the negotiations demanding a 
return to the 1977 rules or ac¬ 
cept that a new position has 
been reached and negotiate the 
bc.sc possible terms. 

Throwing out the agreement 
offers little hope. 

Though it can be invoked at 
the whim of any nation claim¬ 
ing to suffer hurt, it :it least 
extends sume rights tn Hong 
Kong exporters, Without it. 
Textile* would return to the 
general provisions uf the 
GATT with worldwide quotas 
and their attendant problems. 

The quotas and export 
licences are sensitive issues in 
Hong Kong. 

Unused quotas are usually 
cancelled from one year u> the 
next to mollify importing na¬ 
tions and quality is strictly 
controlled. 

Export licences have ac¬ 
quired a market value as lormcr 
exporters move into other 
fields, a developmcm concern¬ 
ing both industry and admin¬ 
istration. 



Clothing... on the way In. 

Often, it is claimed, licaw, 
cost more than w 
manufacturer’s profit. 

The system of allocating 
licences is beingomhauiedK' 
profiteering from licence* i- a 
problem that is unlikely to tx 
c« nn pleielv el iminated. 

Manufacturers without i 
licence are using other nw.v 
get their gomls tu the Ofv. 
market. Cashmere pulbi-;- 
urc made in Hung King r! 
expo, led to China wnh'WU!. 

in China" labels jIu-jI- 
m itched in place. 

Wrapped by ilwf Ihinr-fjd 
exp.nied on their ipu- ;. -1 
almost certainly uaiis-slupf-.-.' 
in Hong Kong, the pulli'Vvh.' 
least shmv up as Hong Kief 
"i e-exports". 




rALLNew Zealand’s worst exporting faults are crudely exposed in 
[La Kong’s buccaneering free-trading atmosphere. 

^5 competition is tough. Hong Kong importers have few 
•aaaihies or loyalties, and buy from whoever can deliver the 
Kality goods at the sharpest price. 

' f^Ncw Zealand^exporters measure up. The anecdotes that can 
betecited by Hong Kong traders - several of whom are New 
jimfefi - about the unprofessional “she’ll be right" mentality 
^exporters could fill the rest of this page, 
fcpsceis hectic, the competition fierce, 
thccftlony's traders live by the phone and telex and arc instantly 
jalut pf world events affecting trading patterns and exchange 
on Time and knowledge is money. 

Vd from one came this comment: "New Zealand is the only 
fteto which i have to send three telexes to get a reply which then 
mo seven days later in the post!" 

Dumping, said another, is the excuse many New Zealand ex- 
[crufsusefor not selling in Hong Kong. “It is their codeword for 
capetirion." 

And the main competition is nut from the other countries of 
wh-east Asia or China, where wages are low, but from across the 
u-mui. 

tairalia outsells and outmarkets New Zealand's traditional 
'vporisdcspite its reputedly higher production and labour costs. 
Australia is Hong Kong's 10th major supplier, New Zealand its 
.% 

Australian dairy exports of S IS million last year were four times 
riier than New Zealand’s, meat nearly three times New 
luhiul's S10.6 million, and vegetables more than double New 
fdind’sW.M million sales in 1979. 

Australian firms have been quicker to exploit Hong Kong’s 
■Jiingboom supplying architects, engineers and materials. 

! lk«e importantly, the Australians arc also getting intu Chinn, 
^ultimate market for any firm thinking of exporting to South- 
vi Asia. 

kuralian trade representatives were among a party of Hong 
i ^American and Japanese businessmen who recently visited the 
')jwe industrial city of Tietsin to discuss joint-venture man¬ 
uring arrangements. 

ITw Australians were particularly interested in making rc- 
riritors in partnership with Ihc Japanese, a product in which 
V* Zealand has a healthy export trade across the Tasman. 

On one point and one alone Hong Kong importers have no 
f-Mts with New Zealand products. Quality. 

Importers spoken to by NBR want to buy from New Zealand. 
Aim United States chilled grain-fed beef, which commands 
T<tihim prices, New Zealand and Australian beef are rated 
sfjjlly. But shipping and airfreight restrictions otit uf Auckland 
variably leave the marker short. 


Hong Kong suppliers 

FRESH FROZEN VEGETABLES 

Total Imports Jan-Nov 1870 $5,197 

million 

New Zealand 

0.172 

3.3 par cent 

Taiwan 

2.82 

54.3 percent 

USA 

1.69 

32.5 percent 

UK 

0.298 

5.7 per cent 


PLYWOOD 


Total imports Jan-Nov 1079 $73 

million 

j New Zealand 

1.70 

2.34 percent 

Taiwan 

20.08 

27.5 percent 

Philippines 

16.83 

23.5 percent 1 

Singapore 

10.89 

14.9 percent 


DAIRY PRODUCTS 


Total Imports Jan-Nov 1979 $56.34 

million 

New Zealand 

4.14 

7 34 per canl 

Australia 

18.47 

32.71 per cent 


MILK FRESH AND POWDERED 

I Total Imports Jan-Nov 1979 $45.22 

million 

New Zealand 

1.69 

3.73 pai cent 

Australia 

13.4 

29.63 per cent 

Netherlands 

11.86 

28 22 per cent 


BUTTER 


Total Imports 

$7.29 

million 

New Zealand 

2.19 

30 f par cent 

Australia 

4.07 

55.9 per cent 


CHEESE 


Total Imports 

S3.B3 

million 

New Zealand 

0.26 

6.78 per cent 

Australia 

0.96 

25.15 par cent 

USA 

0.65 

17.17 per cent 


Rates from Australia are cheaper still. The lull conference rate 
from Sydney is only 75 pur cent of the ux-New Zealand r.tte and a 
non conference rate two-thirds. 

New Zealand has one other advantage in Hung Kmig - a miwII 
number of New Zealanders with inlluencc. managing large Hong 
Kong firms, who have a persistent patriotic streak that make, them 
want to buy New Zealand despite the pioblmns... Uwy ituld.ptistr 


Falling production and the demands of the American market 
may yet hand the Australians the prime beef market on a plate. 

Production shortages and a tacit carving up at the world by not 
competing too vigorously in markets where the Australians arc 
strong arc reasons preferred by organisations such as the Dairy 
Board for not selling more in Flong Kong. 

It is a situation that may not continue long as far as the Dairy 
Board is concerned. Falling dairy production across the Tasman 
has already led to discreet sales of New Zealand butter to be 
repackaged in Australia giving rise to the possibility of the 
“Australian product" being sold in competition to the board’s 
Anchor brand. 

Those sales arc supposedly only temporary unt il the Australians 
pull back, leaving Anchor to compete in its own right. 

The board is one uf the few organisations to collect any praise in 
Hong Kong. Nome is undoubtedly due to the long < >vcrductlcc»i<>n 
tu repackage Anchor in whiter paper, making the butter appear 
paler and less daunting to the Chinese buyer. 

Buyers and agents are pleased with the attention the board takes 
in the market, sending representatives three or lour times a year to 
discuss developments and problems. 

And lor its troubles, the h ard is puking up the cream (or, rather, 
the contract) In mi Dairy Farm (or supplying the solids to make 
icc-crcam lor a new drain nt ice-cteam parlours 

There areolher guild-news stories, im, Nciv Zealand i nsurailLV 
:nni Smith British have been operating in Hong Kong lor many 
years. 

Building partition-makers * Ictivic ate well established, although 
the firm gets lit tie Irmn New Z.c.i land other than insinageinuu now. 
Materials are cheaper and tn.uiutauurc less expensive without 
height problems :,nd costs in I long Kong 

K-ltcx has i.trpclc-d most ol the top hotels su the colony, in¬ 
cluding the- latest and largest about to open 

Manic, alter a year's cxploraton work in Hong Kong, is 
boosting its stal l' fn«m two to eight to tope with the business it has 
found titer* 

< Uliers Mould prefer not to be incur tutted. 

Hong Kong's trade statistics .Imw creditable perform.!nets by 
berrvlruit exporters who claim a tilth of .« half in ill mu dollar 
market, sheep, I .tilth and goat 4'in exporters who supply a large 
proportion of the colony's needs, wool scourers who dominate ihc 
trade and the f r.itt papa exporters whoare the largest hv fat though 
with only 17 per cent of a million market. 

The statistic. beg other questions. VC'liv has the Apple and lV.tr 
\\ irk cling Hoar-1 mil v 1 L-- per cent *>t a >37 million apple mark ei 






‘Laotian vetoed the licence application. 

face British Airways rerouted its flights io Auckland via 

-ufnba last year. Air New Zealand has a monopoly on the Hong 


sm PP»ng airlrciglit restrictions out ut mi unarm wam , y buy Ncw ZlM i an j Ocmm the pioWc-ut*. i hey fiold.ptw..... And m wh JT extend 
leave the marker short. ,j 0ns that mighl easily be filled by Australians, Englishmen or ccm sharc pl a s fj7 mi n ilin **■*,; .Ikn yarn market- 

Tootiure regular deliveries a group of importers proposed a Hong Kongese with no such sympathies in years tn come. Some exporters have obviously worked nut hmv t«» succeed in 

airfreight service in 1978 in conjunction with British The trading picture is noi all gloom, ihc largest, and reputedly Hong K'»ng\a!ni(«st unique open ntsrlcetOthers, it seems, luvea 
™«ight operator IAS to carry chilled meat and other fresh the best, supermarket in the colony has New Zealand s products j ol |n j CJrn ' 

tt“SSJr P ”' Mi " i51erCOlin toSSttSr AU ' ,ralU ' ' ha 1 n,Kj I- to*- » -.rota ^r r , H K«ng r , r , h , r 

to BrfiUh Airway, «rou««l ta flights .0 Auckland via Closer examinauon of ihc tradingfigures tag '«5 0™. “ S“ ™ AWi.'SS 

jwiiM last year, Air New Zealand has a monopoly on the Hong Exports to Hong Kong were up 30 percent last year (>o were j , f* • b 

h fwte. Australia’s, but from a base over four times the size). ,s enJ 

c'lY'iA. , . . , , . AU *,' , etanifi-an* mrivacp - wacun65 ner Die co ,t. he sa vs, does not alwavs conic to $25,000, but unless a 

iMliMi°r 5lrCtC ^ ed 10 capacity to make the flight non-stop and V{ 00 * “ L board was un 67 per cent ^ rn * ** prepared to make that sort of commitment* there is little 

™iMil of passengers inevitably means ircight ts off-loaded. cent to $13.66 million, paper and paper board up o F* > in ’ ' in „ on 

Supping services are improving with the addition of a monthly to$9.17 mill ion j meat and meat preparations were* 3.6 per cent up Y 

-Plainer service with reefer cupacily in addition to a monthly to $10.61 million; vegetables and lruiis increased 30 per cent to A'&ff knows of one major New Zealand firm which was asked by 

■twntional service. $4.64 million. „ , , t its agent to make that sort of commitment io launch its brands on 

4 ®J rai « are uncompetitive. I-’or frozen goods, importers can China is, and always will be Hong Kong s maior lood supplier. the Hong Kong market. 

^ from the West Coast of the United States at full conference Five thousand pigs arc transported over the border daily ra lecu tne Back nme Lhe ansner: “\\e arc not prepared to spend that sort 

*15 per cent cheaper per tonne than out of Auckland,' colony, along with mountains of . of money.” 

Comperingagatnst but of the cheap beef Result: sales are sluggish and its brands are easily outsold by a 

- m 'moves across the North Pacific at conference rates and the Aus Ne\/zealand out of its share the prime multi-national competitor which is sourcing some of its produce in 

and the Hong Kong importer will pay only 70 per centof . market, attempting to herd New Zealand out ot ns snare me i ^ Zealand. 


.... lwl „ Ml ^, ... _ Closer examination of the trading figures offers some hope. 

_iitnlia last year, Air New Zealand has a monopoly on the Hong Exports to Hong Kong were up 50 per cent last year (so were 
route- Australia’s, but from a base over four times the size). 

kDClOs stretched to capacity to make the flight non-stop and Wool - showing the most significant increase - was up 65 per 
‘fafllMd of passengers inevitably means freight is off-loaded. cent to $13.66 million; paper and paper board was up 67 per am 
t Upping services are improving with the addition of a monthly to$9.17 million; meat and meat preparations were o.o per cent up 
I vainer service with reefer cupacily in addition to a monthly to $10.61 million; vegetables and lruiis increased 30 per cent to 
■t'entional service. $4.64 million. „ , , t , .. 

r ( rai « are uncompetitive. For frozen goods, importers can China is, and always will be Hong Kong s maior lood supp ter. 
^from the West Coast of the United Stuics at full conference. Fivcihousand pigsarc transported over the border daifj to teed me 

S,? W cent cheaper per tonne than out of Auckland, colony, along with mountains of W8e“°ln. . . , , d 

*■»«closer. Compering against China is not thought wise b> local traders 

grouch moves across the North Pacific at conference rates and the Australians _ rn ° v *"*“ Slfthenrime 

and ^ Hong Kong importer will pay onlv 70 per centof . market, attempting to herd New Zealand out of ns share the p 
”«aland rates to source from the USA. ' air chilled trade. 


Refugees ... an unstoppable flow of misery 


$4.64 million. , .... 

China is, and always will be Hong Kong s maior lood supplier. 

Fivcihousand pigsarc transported over the border daily to feed the 
colony, along with mountains of vegetables. 

Compering against China is not thought wise by local traders 
and the Australians are already moving out of the cheap beef 


air chilled trade. 
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Exporters dispell early gl 0om predictions 


Conllnued from Page 33 


when there was « 
labour shortage, ^ 
whether they have hud a sig- flooded the 
nil team effect on the market. wages down in ro ^ 
Rising incomes, in money pL’ r be , l ' v 7l) : 
terms up 18.7 per cent last year, September l v*'^ ^ 

and the inflow of refugees, have Meanwhile higher 
brought about un upward shift stoking up, firw^ Ljrt 

in housing demand, and this the prices and 

experts claim, is the real cause values, to rcatn 
of esca lating property values. per cent by I* f 

Hong Kong’s labour market Act ^‘ gU n w hich i^ l [ 
is « free ns Ihc rest of die dc t’ cn r d ‘ n ® Si Z,a^ 
economy. Only where there are a*al« ” _ 

specialised skills, such as in 18 ,f" growth 
aircraft engineering, do trade bll j g cted 7 p* & 

associations or trade unions tro "' a f. 
have much influence. Else- r h p Governin fl,l, ’ f ?£i 
where a surplus of labour . 10 percent 

means a cur in wages as the r, a [!re sem* c£ ° n< S! 

natural laws of supply and yC * 0 ’,“ J v pr«d iclin[58sN 
demand come into effect. are already 
Some economists argue that too mod ^ 19 ?^ 
the refugee inflow is cheating D f splte L r rhecoW:.,t 
the existing workforce of the good y” 1 ' mwasq^^rfi 
benefits of higher wages. Em- Early g orn esiic 
ployers would undoubtedly spell* 1 * J ig per ^ 
prefer a continuing trickle forged ^ L ports by 
though not the recent flood. value, and re-^t- 

The massive influx of A 

refugees, beginning at a time Textiles 


Hong Kong in a nutshell 


values, to reach a ra« 
pcrcentbyFebr^y-.,^ 
Actual figures^ 19 -!, 
depending on whlcJ V' t y pK' 
usid. from 12.4 per 
18 per cent. , 

But real 

from a budgeted 7 F 

1 1.5 per cent. 

The Government ^ 

higforlOperwnt^^ 

year, a figure ajgjLfcurf 
are already predteung 
too modest- . 

Despite mtotojjj.., 
good ye arforth '“i u il^ 

^Textiles and ^ 


cem of ex- 

eS^ Sh ° Wcdremarkable 

by value, as 

4ihei?^ n ^ mmon Market 
v !^ ( n ! ,edSlaie s tightened 
:- T Jf esmctjons. 

' Quri» raa maxiraum 

. % q J 0,a ^stnetions, Hdng 
H “P-market to 
JJLST Cs wh, ch, with 

OMKitoSji® is the fastesr- 
> ^ndHongKong 
i-,SL J? World’s largest 

Wl c W ? tChCS > ahead 
17fl, «Wn5 W,IZerland> Wherc 
rh . ei . r i° bs 


W u IOSI tne,r l°bs 

Q52h h ,? kcrs faUed to 

VisS b ?? mir » time. 

4 kong playing 

jWf?? games > 

SinitN J, k P ys> which it 
^^wiih half the world’s 

Speed 

^ Colonv? areChee ? Mnceof 

^ s ma oufacturlng 
tniill 6 ou J ac J ories were 


1 


of 1979, 30 by the middle, and 
60 by the end. 

Despite fears of a recession 
which American economists 
say began in January, Hong 

Kon&’s trade got off to a rousing 
start this year. Domestic ex¬ 
ports were up 45 per cent in the 
first two months, re-exports 
increased by the same percen¬ 
tage, while imports rose only 38 
per cent. Nevertheless econ- ■ 
omists are forecasting an 
"ordinary year" for Horig 
Kong exports, Forward orders 
had changed little over the six . 
months to February,: though 

there were some signs ofa slight 

weakening. 

China might provide the 
cushion against the slowdown . 
in world trade, imports from . 
China were up 60 per cent In the • 
first two months of 1980 while . 

Chinese gobds passing through 

the colony destined for other 
markets were up 37 per cent. ■ 
Trade .is still ronnihg-. 
strongly in China’s ’faVciur; rr f 
much of. It food, power.; add j; 

vuator. frir rhi» eoIotlV “ 1 - DUt : 


NZ$1 » HKS4.75 
Area: 

population: 

GDP: 

GDP per capita: 
imports: 

Exports: 

Re-exporta: 

Imports from NZ: 

Exports to NZ: _ 

Hong Kong exports are grow¬ 
ing rapidly. 

Uast year exports were $127 
million, a hefty 643 per cem 
increase over 1978, and re-ex¬ 
ports destined for China were 
.up 513 percent. 

. Most of the Chinese lmorts 
are yarn fabrics, electronic 
components and industrial 
machinery, fhe latter .reflecting 
C^inaV modernisation, prp- 

B ™Evenso, lhe visible tiadegap 
Is expected to widen this ypr* 8 
imports outstrip export but a, 
Hugh surplus oh invisibles- is 

exhectid to leave only i item 


1080 kilometres 
5.2 million 
NZ$18,388 million 
N2J3753 
NZ$18,071 million 
NZ$11,771 million 
NZ$4215 million 
$53.81 million 
$74.67 million 

quiet year to readjust to the 
huge influx of refugees last year 
and to lower inflation. Even so 
the Financial Secretary in his 
budget is forecasting a real 

.growth rate of 9 per cent. 

And unlike many finance 
ministers, Sir Philip Haddon 
Cave’s problem, is not how to 
minimise the budget deficit but. 
how to minimise thfc surplus 
without overstimulating the 
economy. 

The'colony invariably runs, 
at a profit, a fact well Known in . 
' Whitehall which charges for 
., the services .of The;-military 
I garriSpn. Hong Kong pays 75 
per cent and ‘Whitehall .25 per 
;• while still, retaining con 

.TteohV:': 


EEC has virtually given the 
colony its independence. But 
full independence is unlikely. 
Beijing would not tolerate it. 

Bui the British Government 
is faced with an-embarrassing 
problem - if it recognises the 
leases on the New Territories, 
what docs it Jo in 1997? The 
Chinese who do not are unlik¬ 
ely to want to ,, rcnegoLiiite M . 

Optimists, in the colony arc 
predicting that Beijing will 
unravel the dilemma long 
before then. Already the 
province adjoining the border 
is being opened up to Hong 
Kong manufacturers and a 
border resort is planned on the 
Chinese side. 

Eventually, the optimists 
forecast, other provinces will 
follow and in time Hung Kong 
will beconie a Tree parr.within 
China. But to fully incorporate 
the colony; now would cause 
more problems for Oeijing than 
solutions. ; : ... . ,... 

First it. would, jose tan, tm- 
• portant-source of foreign ex¬ 
change necessary to buy the 
capital equipment necessary for 
v its: modernisation iprogramme 


as well as taking on a massive 
integration problem. 

Wealthy Chinese, adding to 
their wealth in the colony, are 
typically hedging their futures. 

Most own property, par¬ 
ticularly in Vancouver, San 
Francisco and - more recently 
- iti Australia. 

Hong Kong’s property 
magnates are interested in in¬ 
vesting in New Zealand hotels, 
but like the Singaporeans on 
one condition — the key posi¬ 
tions, which include bellhops 
and receptionists — must be 
filled by Hong Kong residents 
who know how to give service 
that keeps the international 
traveller coming back. • 

Regardless of wliflt Beijing 
might do wirfi thecojofiy in the 
future* investment is comiriu- 
tag 1 unnhnlcd with several ■ . 
massive projects, including a., *: 

. second harbour tuntiel and new ; 
airpdrt underponsiderdlloa. 

• Politically, - Hohg Kong’s 
predominant Chinese popula¬ 
tion 1 Uivjdesin to di'rce groups', ■ .. 
'prOiFckingi ' pro-Tfujici and ■ \ 
'thpsi who Arc eominiwd to .the,' r 
dollar before seeking residence 
elsewhere 












It won’t cost you 

anything to find out 

howcompetitive 
we are. 


We will quote free of obligation on the handling of any 
cargo, for anyone, at any port. 

Simply contact one of the Union Stevedoring experts 
who are resident at every port in New Zealand. Our service 
is available to ship owners and. cargo owners. Our 
capabilities cover modern container vessels as well as 
conventional vessels departing for any port of the world or 
arriving from any port in the world. . 

No matter what volume, or type of cargo we can give 
you aits^compelitivexiuotation. Call us. 
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BRANCHES: 

Auckland 774-730 

Bluff ...■■■■ : 8174 

Dunedin il.- -•--77-7-20.I 

Lyiielfon V '7 . 714,9 

Mount Mauriganui ;' ! ■ 53-1 §9 
Napier ' .i.' ;/ 58r788 

NeWjPlyntoutb-:; j; ' ’. 75-4$ 4 
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Onehunga. 
Timaru; 

, 'Wellington 
■ Whangarei 


664-169 

86-099 

729-699 

88-759 

83-014 

7279 


. ; Westport 727 
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AlfW Pacific Island Branches! 
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Hong Kong by the bedside as China reawakens 


CHINA, the sleeping giant of 

torld trade through nearly 30 
ytartof Maoism, is waking up. 
Already its application to 
ii the International Mone- 
Fund has been accepted 
cd Taiwan expelled with an 
$80 million sweetener. 

And Hong Kong can feel the 
ariebning pulse. 

China’s exports and imports 
through the colony rose 
dramatically last year. Re-ex¬ 
ports from China rose by 60 per 
cent, re-exports to China by 
i 50 )per cent, and China’s direct 
japom from Hong Kong by 
M3 per cent, to US5127 mil- 
; boa 

! 7k amounts themselves are 
pot large and may prove to be 
ooce-only arrangements. But 
Ac indications are that trade 
flUcontinuetogrow. 

China is on a three-yea r crash 
. modernisation programme 
nth the stated aim of doubling 
#tl and coal production by 
Nffi and aiming for a schedule 
of 120 major projects. 

In immediate needs are 
technology and the foreign cx- 
dungc io pay for it, 

, Beijing likes paying cash for 
ihai it buys, as American 
plane-maker Boeing knows 
sell. When the Civil Aviation 
Authority of China took 
iWivcry of a new fleet of Boeing 
ill’s it paid cash without 
iccvmrse to Exim, the funder of 
nvst Boeing purchases in- 
(lading Air New Zealand’s. 
Development is accelerating 
*iih seemingly high growth 
nies, though these have been 
dismissed by Chinese leaders as 
"recoveries”, aided by “the 30 
[W for industry”, a Central 
Committee of the Communisi 
JWs directions for improv¬ 
ing management. 

.'Urerial incentives, regard- 
ftl as taboo two or three years 
have been reintroduced 
‘“l the jheme “more work 
Prepay” applied in earnest. 
Hong Kong has been very 
“juch part of the reawakening, 
^um Chun has been declared 
to export-processing zone and 
, Jurist centre just across the 
^fder from the colony, and 
wcady Hong Kong munufac- 
jurersarc operating factories in 


'•4411 








O. 


*. i.... 


i 

Modernisation ... Red China buys technical know-how through the sale of labour and tood to Hong Kong's capitalists 



Mo?t factories arc on a 
row-venture basis which 
eventually will pass into com- 
: rwe Chinese control after five 
^ more years. 

For manufacturers, China 
"'freda cheap source oflabour 
• a 5 me w hen wages were ris- 
^oy 20 per cent in Hong 

J* was a simple matter to ship 
^ machinery over the border 
local authorities 
P^ed a factory and super- 
' ^abour force. 

; kJ* H °ng Kong manufac- 
n supply all materials and 
| J t° market all the output, 
not in China. 

fernn?- 8 ^ ^oufacturers have 
ICllnd « a mutunllu u a — 


than expected is needed in 
many instances, u> maintain 
quality controls. 

And it is quite likely that if 
wages tumble in the culony as a 
result t*f a world trading 
downturn, the wily Hong Kong 
businessmen will have no he¬ 
sitation in cutting their across- 
hordcr links. 

Initially, most of the ven¬ 
tures were with small enter¬ 
prises. Now the giants of Hong 
Kong’s trade are becoming 
more closely involved — 
though Jardinc Marheson & Co 
Ltd claim trading links with 
China have never been broken 
since the old “Hong” was 
founded in 1832. The firm 
recently concluded an 
agreement to build lifts in 
China, extending the licence it 
alrcndy uses in Hong Kong 
from the Swiss makers Schin¬ 
dler. 

For those businessmen hav¬ 
ing doubts about the lulurc 
stability of China, Jardinc’s arc 
reassuring. 

There is no quetion that the 
Chinese leadership is nor fully 
committed to the Four 
Modernisations programme, 
and while some of China's in¬ 
dustries - such as textiles - can 
become modernised within a 
short lime the existing man¬ 
agement and systems of others 
are much more outdated and in 
need of advanced technology 
from the West,” the house 
magazine The Thistle reports. 

Modernisation with western 
co-operation is now certain to 
move into a higher gear after 
the recent publication of the 
Law on Joint ventures by 
Beijing. 

“The very fact that a Joint 
Venture Law has been 
promulgated seems to indicate 


i ranpp * 8 mutuall y happy ar- that nationalisation of enter- 
i Wvr'!l en j CQm plaining of prisessetup under joint venture 
' and worker arrangements is unlikely to 

, we to producing for the happen in the present circum- 
: *y«em. stances,” The Thistle says. 

; re *chnical supervision Before the law was promul- 


BUTTLE, WILSON ft CO. 

^stnbers of the Auckland Stock Exchange 

lh fioor. C.M.L. Centre, Queen Street, Auckland. 
Phone 34-357. P.O. Box 45. . . 


grated last July, China Ksd nn i 
legal framework for overseas 
companies to work by. ’The law • 
allows for: < 

• The incorporation of a 
joint venture in the Peoples 
Republic in the form of a 
limited liability company; 

• Foreign invest men t shall 
not be less than 25 per cent. 
While no upper limit has been 
fixed 70-80 per cent is thought - 
to be the maximnm by analysis; 

• Either pnriv nwv con¬ 
tribute cash, capital goods, in¬ 
dustrial property rights etc as 
its share of the investment: 

• Every joint venture will 
have a board ot directors with 
the chairman appointed by the 
Chinese and one or two vice 
chairmen by the foreign party. 
The general manager and the 
assistant general manager could 
be appointed by the foreign 
party; 

t Income tax to be levied on 
the gross profit ofthe venture at 
rates varying from 17 per 
cent-45 per cent. Ventures 
supplying up to date tech¬ 
nology may get a two or three 
year tax holiday; 

• Joint ventures may bor¬ 
row from foreign banks. “The 
Bank”, the Hong Kong and 
Shanghai Bank, is already 
supporting and advising |oint 
ventures; 

• A joint venture will give 
the People’s Republic first 
priority in its purchases of the 
required raw and semi-finished 
materials, fuels 8jid auxiliary 
equipment; 

• Profits, wages and salaries 

of foreign workers may be 
remitted overseas after the 
payment of income tax; 

• The period of a joint 
venture may be extended upon 
expiry by application to the 
Foreign Investment Commis¬ 
sion; 

• In the case of heavy losses, 
a Joint venture may be termln- 
aid early by mutual, 
agreement; 

f • • Disputes which the board | 
of directors falls resettle may be . 
taken to an agreed arbitrator. 

With the framework in place* 
foreign interfs? Is growing a? 
China tries to catch up the last 

■^|ur negotiating' is still a dif¬ 
ficult process: The/Chinese. 
■ insist oil. negotiariws^beir'g. 

tonduewd in Mahttann, the 

language of the north arid of¬ 


ficial tongue. Neg'Uiaiions are 
involved and take months or 
sometimes a year or more m 
untie io fruition. 

The inauguration ol the first 
joint vert mi re - and one flu: 
should have interest to New 
Zealand, particularly the Dairy 
Hoard - within the 
framework was not until Mav. 

Beijing Air Catering nl* 


Ikiaily began husinesson May 
3, providing m llight entering 
services lor all airlines saving 
the i ’hiiuse capital. 

Management mu i.illv will he 
provided by 1 >.iiry Fiinu. Il« -ng 
Kong’- largest retail and Imul 
w holes.iler which also operates 
Right kitchens m Hi.ng Kmig. 
Bangkok, ituam. Brunet and 
lal aria. 


Dairy Farm’s mnnaging di¬ 
rector, expatriute New 
Zealander Phil Oram, told 
NBK ihc Chinese venture 
provided yet another oppor¬ 
tunity for New Zealand dairy 
products, providing it can 
compete on price with Aus¬ 
tralia and other suppliers. 

But Oram, along with other 
business leader*, discounts 
suggestions ili.it China is going 
to become a booming market 
overnight or a serious compe¬ 
titor to Hong Kong in the near 
future. 

China's development is seen 
to be Hong Ktmg'.s gain, re¬ 
turning it to its former role of 
entrepot for the inn inland, :i role 
that diminished as a result nf the 
Korean War. 

Realistically the “hongs” 
know the culmiy will unly 
continue m exist while it serves 
a useful fmtci imt tor die in.iin- 
I;iim1. 

Ai present u is the pruteipal 
source of foreign exchange — 
“the large lot hen with a gre.it 
capacity tor laying golden 
egg'”, tit (he words of one bu¬ 
siness leader - a laboratory and 
training ground for the I'copies 
Republic. 

The Bank of C'liiru is among 
the largest banks operating in 
tile dlony. Tec linn inns .ne 
training:!! I long Kong's.urpoTt 
.itid m other areas either In- ar¬ 
range me nt with the People’s 
Republic or by applying di¬ 
rectly lur jobs 
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ALL DRESSED UP 
AND NOWHERE TOGO? 

It happens. 

All too often. 

You’re overseas, your business meetings are going well, your 
flights are on time, everything going smoothly. 

Except. , „ 

Except now you find that all the Hotels are full. Sound familiar? 

You can avoid it on your next business trip. Remind your Travel 
Agent about us. 

INSTANT FREELINE 

Instant Freelins — New Zealand’s leading Hotel reservation service 
— has access to most of the world's finest Hotels, and over 100 of 
New Zealand’s best. 

With on-the-spot, Immediate booking confirmation, What a more, 
the service doesn't cost you a cent. Now that's service. 

On your next trip, leave nothing to chance. PRE-PAY, PRE-BOOK, 
PREPARE WITH INSTANT FREELINE 
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Auckland 
Ph 794-881 
Tfllex 2343 


Wellington 
Ph 860-762 
Telex 3094 


Chfislbhurgh 
PhS4S86 
Telex 4835 
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The problems of trying to put pedigree into the copy, cats without a too heavy dose of state intervention 


RESTRUCTURING a rigidly controlled economy like New 
Zealand'* is relatively simple. The Government changes the rules. 

But where free enterprise is supreme and market forces arc the 
controllers, how does Government bring about the changes it 
deems desirable for long-term posperitv? 

That is the problem troubling Hong Kong’s administrators. 

Since losing its status as China’s entrepot in the early 1950s, the 
colony lias developed a formidable manufacturing sector using its 
ntily rcsou rce, cheap labour. 

Mimicry became the colony’s hallmark responding to the 
demands of fashion at low prices. Plastic flowers, wigs, digital 
watches and electronic toys all bore the rag "Made In Hong Kong” 
.nd a reputation for being cheap. 

Flexibility has been the key to success. When wigs were fash¬ 
ionable in the late 1960s and early 1970s, Hong Kong man¬ 
ufacturers were quick to supply. 

In 1965 there were three factories making wigs, at the height of 
thebuoni in-1969. more than 300. But by 1972 there were only 50 

in operation. 

The copy-cat nature of Hong Kong’s industry has been trou¬ 
bling administrators for several years as more and more barriers 
have been erected by the industrialised nations ro keep out the 
colony's main export earner, textiles. 

Textiles and clothing, despite the restrictions still bring in 43 
per cent of export earnings, though quality “ready to wear" 
fashions now account for an increasing share. 

Plasties, electronics and a rapidly growing photographic and 
scientific instruments sector account for most of Hong Kong’s 
other exports. 

Yet most of the work is assembling, at best semi-skilled, jobs that 
can be done in a growing range of third world nations' at lower 
wages. 

Hong Kong's rising wages and standard of living — now one of 
ihe highest in Asia — are making it expensive. 

Only extremely high productivity is maintaining competitive¬ 
ness over rivals such as South Korea, Taiwan and Singapore. 

Singapore's Government-control led economy is already res¬ 
tructuring away from labour-intensive, low-grade assembly work 
to higher technology industries. 

Hong Kong appointed an advisory committee in October 1977 
to report on diversification. Its 430-page report delivered to the 
Governor two years later added little new to a debate which has 
been aired frequently for 20 years; to what degree should 
Government be involved in economic planning and the implica¬ 
tion of these plans. 

In New Zealand and Singapore the question never arises. Few 
industrialists or manufacturers would dare move without at least 
unofficial Government blessing. 

To Hong Kong manufacturers. Government interference 
almost an unknown anathema- The Government normally 
becomes involved only in matters of worker safety and protection, 
and even then tends to move only in response to events rather than 
ahead for prevention. 

An outbreak of food poisoning in a works canteen making 400 ill 
provoked the introduction of regulations applying similar stan¬ 
dards to works canteens as restaurants. But the Government has 
little hope of enforcing the regulations. For 42,000 factories and 
workplaces, there are fewer than 120 inspectors. 

Trade unions, except in a few areas where skills are specialised 
such as aircraft maintainence and engineering, arc equally inef¬ 
fective. 

The Government does little to encourage the development of 
industry. There are no investment incentives, tax holidays or other 


has many inbui “ 

^Company MX nattfsare 1 7 percenrafter a 25 percent depreciation T b qualify firms mustbyolTermg a significantly 

allwaT, onPoland machinery. Income u* is 15 per cent. Hong^nemv.lvmgoh.gherJegrcoof.cchnoIngyq^ 


allowance on plant and machinery. Income tax is n per cem. * *.. .7 s , "T 1 ”‘ u * y “anisreadilj 

Labour compared with rhe United States, Japan or Western available, giving jobs wuh an added level of skill. Products mml 

Europe,^ a’nd herd-worhin* and labnnr overheads are J—- 

C °ChTe a concess?on to diversificati has been made.^ Desirable in- i^ria, bniidin, *"*•* 


So far 34 firms have qualified with products ranging from beer 
plastic injection moulding machines, cans, hand tools, safes frozen 
foods and silicon chips. 

Missions sponsored by Government organisations and the 
dumters of commerce also go shopping overseas fur suitable 
industries with a certain degree of success. 

Strangely, foreign investors directly own only a small propor¬ 
tion of Hong Kong's industry, 435 ventures employing about 10 


per cent of the workforce. 

American Arms dominate with 44 per cent of foreign invest¬ 
ment, Japanese contribute 21 per cent and Britain 6.6 per cent to 
lead the pack of those also present. 

The criteria applied by the foreign investment technology 
transler seeking missions eliminate many who might be looking for 
a South-east Asian base. 
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Digital watches... Swiss are now behind the time. 



The Imagination machines... the mlnlce are turning toHJD. 



Pop in 
millions 

Per Capita 
Income US$ 

Real growth 
1979-78 

Inflation 
1979 CPI 

Tax Holidays 
(Years) 

Corporate 
Profit Tax 

Depreciation income Tax 
Allowances on $24,000 



(A) 




9% 

% 

% 

HONG K0NQ 

6.2 

3609 

11.5 

12.4 

None 

17.0 

25 

15.00 

SINGAPORE 

2.3 

3314 

9.3 

5.0° 

1-10 

40 

20 

22.60 

; MALAYSIA 

13.3 

1154 

B-1 

5.0“ 

1-10 

40 

10-25 

25.60 

TAMWN 

17.0 

1414 

8.0 

10.0“ 

4-10 

22.25 

50 

25.10 

! THAILAND 

45.0 

482 

7.5 

10.0“ 

3-8 

39 

None 

29.80 

t SOUTH KOREA 

37.6 

1242 

7.1 

22.0“ 

1-5 

54.50 

40 

48.00 

• JAPAN 

115.0 

8531 

8.0 

4.3 

None 

52-55 


24.00 

PHILIPPINES 

46.0 

500 

5.8 

20.0* 

1-10 

35.42 

20-40 

46.00 

INDONESIA 

141.6 

337 

5.0 

20.0’ 

2-8 

20-45 

10-25 

2830 

AUSTRALIA 

14.0 

7600 

4.7 

12.3 

None 

45-50 

20-40 

33.20 

NEW ZEALAND 

NOT' 1979 Eellmate 

3.1 

5502 

1.0 

16.5“ 

None 

45-50 

25 

42.85 

I j(AJ 1978 figures courtesy Far Eastern Economic Review Year Book 
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Quarrying. Forestry. Refractories. Glass. 
Plastics. Cement. Building Products — 
the Winstone Group. 

Over 20 New Zealand owned companies, all 
making a valuable contribution to New 
Zealand's development through the supply oi 
products and services to local and overseas 
markets. 

The Winstone Group’s solid financial base 
and its continuing programme of 
development and diversification enable 
projects like the Winstone Samsung Thermo 
Mechanical Pulp Mill to become realities, 
providing not only the Group, but 
New Zealand with vital export earnings. 


Government site then its requirements might to be minimal. 

Second, it ought to be able to otter skilled jobs which, third, are 
particularly suited to males. Men already ouinumber women and 
most illegal immigrants are males. 

fourth, industries that are not high consumers of energy or 
water are preferable. 

Officials admit there are few industries that do fit the criteria, 
and within those groups specific firms that might he interested in 
moving some part of their operations to Hong Kmig can he easily 
identified. Then it is u mutter nt stalking the quarry. 

The hum has been divided between the Hong Kong General 
Chambers nf Commerce, the Trade, Industry and Customs 
IX’partment and the Trade Development Council ~ a quasi 
timvrninent body. 

The Chambers of Commerce, for instance, concent rate *>n 
japan, the North-eastern United Stales and Australia 

New Zealand does not figure on anyone’s list. 

Deterring potential investors is the high price o! land ami 
property. Hong Kong's scarcest resource. 

Property prices took olf in 197<> amt Singpaore interests have 
been quick to point out dial *»! 1 ice rein- there are imw half those in 
Hong Kong. 

OMite spate iii Hong Kong's Lcitir.il business district can he 
reined lor Sin per square metre a month while shopping areas in 
Kowloon command I'SSI l per square metre a month. 

Residential rents soared 115 per cent Inst year. Now t irms arc 
paying more to bouse tltvir ex pair uuc stall than ilicv are in salaries. 

In ili.ii atmosphere ihe l o>vctmnc«t has Jmle hope nf doing 
more than tinkering around the periphery nf diveisific.ition. 

It has already decided to iinpliuicnt some of the rccniiinicuda- 
lions of the advisory commit lee with regard to esc: tbit si ting a 
research and development cent re. and the development nf a system 
of Hong Kong standards. 

An elccttiL.il and electronic calibration laboratory will be set up 
snoii anil the Government has accepted, m principle, the need for 
quality certification, a primary standards laboratory and the 
supervision o! and accreditation ul other specialised laboratories. 

Iltc jdvr-nr} committee lurilici recoin mended a wide range ul 
measures t<< improve industrial training closelv linked with 
manufacturers' needs Pure rese.mli. .identic or industrial, 
simply doesn't exist at either ot the colonies' two unis erst lies. The 
result has been an acute shortage oi leclintciitns ,md teehnologists. 

A lew tinns, partKitlarU in the elect r oiiks industry. are going u 
alone, dele mi i ned inbreak the Ivom-ur-lnM uiem.il uy ili.it has 
dominated local industry lor so long. 

For one firm at least. Timco(HK) 1 .ul. the e\pen*e paid olf. n 
o now one of two ruaiml.lUurer- in the world which produce- 
inlet.* pt.^e- or-Ki-e.l h.iiidheUl dcclftne liitguage tiaitshiiors 
Last year it produced lOO.OlX) units. 

liven so. those engaged in research and development know they 
are lagging behind the world leaders. One estimate puts them two 
years behind Japan in radio technology and five years behind the 
United States in sen ii- conductor technology, simply because the 
colony is not pouring the resource* into research and development. 

That some firms arc bothering is j sign that market forces do 
have some impact even on more sophisticated industries where it 
is nut so easy in switch in overnight. 

And for that reason the Government is unlikely to move away 
from the Liisse^ /jin' approach it has maintained for so long. 

It would be strange if it did. The Legislative Council is com¬ 
posed of the leading “taipans", the generals of commerce and 
industry! 
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Face up to it - image is vital to marketing 

. m j. any casual observer. 

IM T StsilPS. H nODUl&l* ft.? <*. £$"/ .i_ _ IJ 


New Zealand shop — Ballins’ bold export venture 


IN the United States,a popular 
brand of canned vegetables is a 
household name, aggressively 
marketed on price and quality. 

Across the Pacific in Hong 
Kong, the same brand is the 
prestige product, the most ex¬ 
pensive. 

The contents of the cans are 
nn different. But the markets 
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To the cent-conscious 
American, housewife or New ^ 
Zealand or British consumers, * 
fur that matter, there is little priCB 
difference between one popular 
brand and the next. But in the Jirc r 
Chinese housewife, price is less , 
important than image and -j-p 
prestige. . by 1 * 

Face is acquired through lwiti| 
conspicuous consumption, and ceptn 
for most exporters the impur- to gi' 
liim sector is the expanding lends 
middle and upper classes who beha 


Pries not Important... but choosing face Is. 



ore rapidly adopting elements 
of a Western I i fest ylc. 

The possibility of losing face 
bv being obviously wrong, by 
I icing unable to provide ac¬ 
ceptable answers or to be forced 
to give way on a point ol issue 
leads to a highly confurmativc 
behaviour pattern. 


Face is acquired through 
cunscpiuous consumption, the 
possession of goods with a high 
intrinsic prestige. For Rolls- 
Royce it is a pleasing concept. 
There are reputedly more of 
their luxury limousines in the 
colony than anywhere else - a 
claim that has apparent truth to 


any casual observer. 

Newcomers to the Hong p 
Kong market can find “face" a 
difficult hurdle to cross. Es¬ 
tablishing an acceptable image 
costs money. Local agents are ^ ^ 
usually prepared to split the fans 
cost on a 50/50 basis, but for the ,1 
new exporter or new product 
that can mean at leasr 525,000. 

New Zealand firms have 
been known to baulk ar such 
expense, specially when Hong 
Kong is only being used to dear 
surplus product and not as a 
long-term market. Sha 

The result invariably, or so p rc 
the agents claim, is lower sales. 35 
By contrast, marketing con- [ ng 
siiltants claim the American w h 
prestige canned vegetables are p ri 
an unqualified success. 

Two factors can achieve face wc 
for a new product or brand mi 
skillful-image building - and a yci 


COMPREHENSIVE, UP TO DATE, 

CONSUMER INFORMATION FOR ONE OF ASIA'S 
FASTEST GROWING MARKETS 

HONG KONG 
MARKET FACTS 

This 90 page report provides you with the data based e 
information and comment essential in the design of a successful 
market strategy. 

Contents include: 

* demographic characteristics and trends 

* housing 

* ownership of durables 

* use of non-durable products 

* use of financial services 

* shopping habits 

* media habits 

* leisure and travel 

* psychology and culture of the H. K. consumer 

* the distributive process 

* retailing 

* advertising and media 

* market research facilities 

* political/legal environment 

This report is unique in that most of the data used for it was 
obtained from specially commissioned market research studies 
carried out by the largest market research company in Hong 
Kong. Most of these studies were undertaken in 1979. 

Order your copy by sending $US120.00 to Survey Research 
Hongkong Ltd, 21/F Tung Sun Commercial Centre, 

194—200 Lockhart Road, Hong Kong and a copy will be 
despatched by return airmail. 


SRH 

& C. R. Laurent 
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Shanties... half have colour television. 


prosperous well educated 2 U- 
35 age group looking increas- an 
ingly to wa r Js W extern lil est v le le* 

who are prepared to try new de 
products. S F 

For potential exporters it llf 
would seem to be the target | r 
market. As a group, the 20-35- w 

year-olds make up slightly tv 
more than a quarter of the 
population. Nearly half have 
bad secondary education and 12 b 
per ceni tertiary education. i] 

And among the higher in- d 
comes, the 20 -3*1-year-olds n 
lake more titan a lair share. Ten n 
per cent arc from households v 
with a monthly income over 
HKS3000a month (N7.5631) - 1 

a category enjoyed by only a i 
quarter of all households. And ;! 

I per cent are from house- , 
ds with incomes over $5tKH) , 
month (NZ$)B53). the j 
liiiunl group in a category , 
ired by only seven per cent ol i 

households. 

In absolute terms, their 
mbers are not large, but 
irkei research tends to show 
:m m be more innovative and 
replive to advertising. Slioji- 
rs in that category are lar 
»re likely to use siq>ermar¬ 
ts. no doubt an important 
;tor in siting ot Dairy 
inn’s newest and largest 
punnarkci in the heart ol the 
niral business district, 
liven so, the lack ol parking 
ace ;ti shopping cciiires-land 
general!v too expensive to he 
listed on carparks — makes 
lily shopping common. More 
an 70 per cent ol housewives 
mp daily, buying 1 resit 
rinluce Iroin markets 
redominaiuly supplied by 
liitu. 

1'und accounts for *15 per 
ini ot average household in- 
ame. Liven high-incomc 
tmilics spend 35 per cent of 
icir income on food. 

Surprisingly, the lowest- in- 
omc families can boast a range 
if consumer goods mostly 
veil known Japanese brands: 
long Kong’s manufacture ot 
imilar products arc almost 
entirely for export. 

Even the most humble 
squatter's shack is almost cer¬ 
tain to be equipped with a black 
and white television set (and 
nearly half have colour), a re¬ 
frigerator and possibly a 
washing machine, sewing ma¬ 
chine, stereo-blender and — 
incredibly — a telephone. 

Airconditioners, ovens, mo¬ 
tor cycles and cars are, how¬ 
ever, found mainly only in the 
higher-income homes. 

Of those households with an 
income of more than NZ$1000 
a month, 70 percent live in their 
own homes or apartments. 

Several top-income housing 
projects are underway, 
developing almost unused is¬ 
lands close to the city centre 
combining a resort atmosphere 
with the space of open hills, 
country clubs as well as some 
shopping facilities. 


Otherwise high inntestnu] 
and rapidly rising prices u< 
leading to a downturn ; 
demand for private hournig 
specially now ihc Gownotc 
has introduced rent rcsiritwr* 
from last December linnrigj 
increases to 21 per cent even 
two years. 


Already some proper,;. i 

companies have calcuUtcJ iK.l i 

by terminating the leavsi* »l < 

their tenants at one titrt I 

demolishing the building tr -1 ■ 

rebuilding an identical IW- 
rents can be doubled indent! 
value trebled 
The Government i? r- 
likely to meet its Ikik; 
targets of 35,000lmv-cwr:* 
a year over the next ten }*»'• 
ostensibly became to i-' 
would put too much SITJID■: 
the construction ■ato*’ 
making the economy boil*? 

Construction worker* ** 
ready among the lughoi-f-- 
workers. Some, it» 

more than NZ$30 a Jay. 

Major construction ■ 
unlikely to slow down V- 
(lovernmen i will be proeur 
mine major projects ihr-4 < 
mu the 1980s and W 
beginning with theextenu" • 
Mass. Transit System,^; 
Heading of the r-Jilwav toc"; 
io twin truck and - * v£nn ^‘ 

- full eleariiication,anJp 

sibly a new airport- »• 

projects under siudj 
■•econd cross-harbour 
tittiitel or possibly a bn4 
well as the : 

major motorway PJ* 
Hong Kong Island 
an anti-inflationary me- 

‘privn.c * 

might be jsked ‘o^ 

second harbour nmnci ‘ 

he | L .f, to develop®^ 
one consortium n ^ 

proposed, is exp ^ | T00 *,b 

Lt least 5000 new hoiel^ fc 

the next f our 


rHRBTCHURCH - based 1 
soft-drink makers and liquor 
Lers BalHns Industries Ltd < 
bubbling with enthusiasm i 
f M a "New Zealand shop tn 
Hong Kong. 

The project is ambitious 
even by Hong Kong’s standards 
_ a 1400 square metre down- 
own shop selling the best- 
quality New Zealand mer¬ 
chandise and built-in wine bar. 

Local entrepreneurs are 
daggered by the proposal, 
pointing out that die largest 
supermarket in the colony - 
reliant mainly on the luxury r 
trade - occupies only 920 
quart metres. 

Rallins is unmoved by the 
sceptics. 

The key to the ventures 
access is nut so much the size 
| if the store, at SI45 a square 
I metre, but gening goods, par- 
1 ocularly fresh produce, to it. 

I That problem, the same one 
that has been duggi ng exporters 
in the colony for a long time, 

will be considered by the Bal¬ 
tins board when it takes ns i inal 
decision early next month. 

Ballim is k*iking for its first 
avijor export venture, and 
llmig Kong’s compactness and 
ri-.ing wealth — specially in the 
L >conservative 20- 35 year old 
jiegmup - is jxirticularly at- 
ir Alice. 

Aljckoi red tape and low tax 
UK* (companies pay 17 per 
uni. individuals 15 pei cent 
ilia certain basic allowances) 
4 jv j pleasant bonus. 

Ballinscliid ate*mniant Is ic- 
iuhi Peaie, responsible for 
unchof the prelimiiiai v work 
>■11 the projeci, says New 
7ciUiul exporters are not en¬ 
tirely lit blame for a relatively 
b«f national performance in 


Hong Kong. 

“They are dealing through, 
wholesalers, importers and 
agents who do not always sup¬ 
port and promote their 
products as well as they might,” 
he said. 

Others fail because the 
orders received arc bigger than 
they can supply. 

Ballins plans to set up its own 
exporting subsidiary in Auck¬ 
land to buy a wide range of 
products for the store. 

Already three hundred firms 
have been contacted and 100 



Room for Ballins? 


have indicated interest hy 
providing samples and other 
promotional material. 

Larger firms have also 
shown a willingness to supply, 
but direct to the store so earning 
their own export incentive. 
Ballins aim is to concentrate on 
low volume high quality 
products — initially, furniiure, 
sheepskins and furs, una¬ 
shamedly aiming for the top 
end of ihc market and ihc tou¬ 
rist trade. 

A site lias already been lomul 
in KowliHin, Hong Kong’s 


main tourist urea and principal 
shopping district and opening 
date is provisionally scheduled 
for July 1981. 

The costs of getting estab¬ 
lished are high, 1 ‘eate declines 
to say huw much, except that it 
will he over $1 million. 

But the Government's rela¬ 
tively new export market 
development gram of Hi per 
cent will help utfsci the cost. 

Ballins is not leaping into 
untested waters, rente s.iys ex¬ 
tensive market rescaicli h.r> 


been carried nut in 1 long Kong 
to islenlily the target market, 
products ansi location. 

Will a “New Zeal ansi shop" 
be a strong enough selling 
point? 

l’eiite argues ii will. 

“New Zealand is well known 
and seen in a good light mainly 
because Air New Zealand has 
done its promotion on a quality 
basis.” he said. 

“Our image is certainly bel¬ 
ter Ilian Australia's." 
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office, shopping and ■ 
Future 

raged a joint ^ 
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Cheung Kong 
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The Capital Letter, pui>/islirii 
Fi’urlJi Esfiifr Cin'it/i, 
wifo Ik profeuiiMMl, /iH</urss 
I ‘Jsii'iiY ivimiimiiJiV.s rcrflt vihil 

i ■ ■fvoniiti'(iii Citi’iTinm’td 

[kwl jiuigmcnl* tiiiii 

[ *6W Hinifris. 

' I|15 f«tlidf>iliii/, 4^-wfi’kfi-of- 
r ‘tilrllrr is ,ui 

■■Tiliifiiui and i fxvfiifiiUi of 

•mtisholiee. /ryis/.iliiv 

"fiiil iii/oniinijoii. 

^Capital Letter is eM 
'1 ^ H u qualified 
^-hid-Hdie,. B.A., 

(V!U.l'Vl. L.L.M. 

Ml. 

® a complimentary copy 
1 Jnte on your letterhead to 
Box 9344, Wellington. 
I -‘0 subscribe fill in and 
; Ihe Fourth Estate 
■ ,i t Sc ^P ll °n service coupon 
inhere in this issue. 




Overseas, one card can get you 
tmt of more tight corners than most. 


All cards serve useful purposes. But whatever aval aDimie a 
corner of tha world’s markets you aro in. one card dela V s ” 

° an b9 -l»CTravel Services Card. In Cheques and F. 
over 145 countries It introduces tha holder to all the couponbelowf 
Thomas Cook Services. Like finding you a \ 

competent secretary or an interpreter [?{; ‘ ,\ 

that speaks your language. A Doctor ^y 

if you get sick or a lawyer if you get 

into trouble. . .. c ts..sL 

You can make International calls W* ■ 3 .»■ v -i . '• |U 

with It. It can assist you in obtaining a V 
new passport should yours be stolen or b, \ ^ 

It will help you speed up your fligm —Tfroj THOMAS 


availabilities and seat reservations. No waiting, no 
delays. Another efficient Thomas Cook service! 

Others include the Thomas Cook Travellers 
Cheques and Foreign Exchange Facilities. Fill out the 
coupon below for the Thomas Cook Business Travel 

S ervices Brochure. 

In brief It explains everything, 
i/lost business men leave their 
Travel Agent at home. But 
when you take your Thomas 
Cook Travel Services Card 
with you -in effect you are 
taking us with you. 


IV Will II«'K r -. ■ * „ „.J 

mronflrrnatlon, additional reservations and 

hSTSm It can get you a chautfeured 

Travel Specialist can provide you with wtien you 

t of tlie 

• H0w _ ,n Auckland, you get T 

new Multi Access Compirter Reservatlo^System. A 

dlrertllnk with airline?-for lmitjadlate ; fl!ght 


Tfro: THOMAS COOK PTY LTD. P.0. BOX S4. AUCKIAMD h 

j please send me your Business Travel Services Brochure. I*i 

jl. Hams:.....’ § 

j« Company:..& 

0 Address: ..... % 


Thomas 

Cook 


The trusted name in travel. Everywhere. 

iisasS"*as£.4-^l .flwwtr.-l' o-sttraS* 


' : ' ■ Offices at; Auckland. Hamilton, Wellington, Christchurch 

: '-I. ;• . : "A* ; iy.*'.--:’.U'.'-'if.i"*; ; ‘ 
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The metro: ahead of schedule and below bud get 


93 . 1 . 980 , 



Hong Kong 


HONG KONG proudly boasrs 
die latest - and soon to be the 
busiest - metro system in the 
world. 

When the initial system a 
completed about the end of 
1982, its 26.1 kilometres will 
carry 1.8 million passengers a 
day, 300,000 more than 
London’s much larger under¬ 
ground network. 

Officially the first 15 f 6 
kilometres opened on February 
12, though eight kilometres 
went into use last October. 
Although more expensive than 
bus or ferry, the system was an 
instant hit with the travelling 
public. 

Now the Mass Transit Cor¬ 
poration - funded by the 
Government — is being cri¬ 
ticised for not building a bigger 
system. 

Getting around Hong Kong 
is not easy, specially to and 
from Victoria, the central bu- 



MTR construction ... Slammed as dirty, disruptive and noisy. 


siness district. Travelling 6.5 
kilometres can take an hour or 
more at peak periods. 

At the root of the near-im¬ 
possible congestion is the 
colony’s phenomenal growth, 
from 800,000 people in 1945 to 
today’s 5.2 million-plus. Fore¬ 
casts of six million by 1991 


are likely to be realised by 1985, 
if nor before. 

But the high, densely 
populated corridors gives hope 
for die viability of any major 
transport project. 

The Cross Harbour Tunnel, 
linking Hong Kong Island to 
Kowloon and costing $70 mil¬ 


lion, opened in 1972. It has al¬ 
ready paid for itself. Last year 
32.1 million vehicles passed 
through, paying $41 million to 
do so. 

Already a second tunnel is 
being discussed as the first is 
now operating at capacity. 

On a typical day 6.3 million 
journeys are made on buses,, 
the MTR, ferries and taxis. 

Studies for the MTR began 
in the 1960s with a consultants’ 
report which resulted in a 
proposal for four lines, three in 
Kowloon and one on Hong 
Kong Island, totalling 52.7 
kilometres. 

In 1974 a short-lived letter of 
intent ■ was signed with a 
Japanese consortium for the 
first 20 kilometres. Within 
months, the Japanese backed 
out and the Government 
sponsored Mass Transit Rail¬ 
way Corporation took over. 

Between 1972 and 1975 new 
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MTR service... everyone la rushing to get aboard. 


A case history we hate 
to mention. 
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Recently, we came across a company that has 
nineteen people on its circulation list for a single 
copy of National Business Review. That’s not good, 
news for us, eighteen of those readers, or the 
development of a lively, free and enterprising 
press in New Zealand. 

Yet it’s no isolated case. McNair research suggests 
that, on average, every copy 6f National Business 
Review is read by about eight people. 

There are three reasons Why this is a sad state of 
affairs: 

• NBR is written for its subscribers ... written to 
be relevant the day it lands on a desk or through 
the letterbox. 

Imagine how stale the news and opinion is if 
' you’re number nineteen or even number '■ 

. eight t- on a circulation list! 

• Lbhg internal circulation lists cost companies 

more than they save. Photocopies are expend 
siye.. . opportunities are lost and problems .: 
worsened by; hold-ups of relevant news'., ■ 

branches neecitokpo>y'as muchas head onjc?:; 

. ■ : ^ ^ ; ■ 

■ •; V 
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• During the last 10 years, National Business 
Review has grown into a gutsy, comprehensive 
weekly that probes into business, economics 
and politics like no other publication in New 
Zealand. We have consistently ploughed back 
profits into more and better coverage. Imagine 
the job we could do if the seven out of eight who 
read but don’t buy NBR all became subscribers! 

'There are some more pretty compelling reasons' 
for becoming an NBR subscriber: you’U always 
tead NBR first; NBR is tax deductible; a sub¬ 
scription to National Business Review costs you 
: 52 cents a week — as much as one cup of coffee 
. and a very small sandwich. There are also some 
■; very good reasons (better informed executives; 
recognition of staff) fot companies joining NBR’s 
V.IP. Subscription Scheme. 

'■ To subscribe to NBR or for more details . 

; -about the YJ.P. Subscription Scheme fill in 
And post the Fourth Estate Subscription 
..Service coupon elsewhere in this issue. 


roads were built to cater for the 
disruption of construction and 
an underground network of 
pipes and cables diverted. 

Years of planning over, the 
first line took just 4Vi years and 
$1221 million to build, opening 
ahead of schedule and within 
budget. 

MTR was set up with $242 
million by the Government. 
Export credits contributed 
$400 million. For the rest, 
MTR issued bonds and ar¬ 
ranged loans in Hong Kong and 
overseas for repayment 
between 1980 and 1992. 

The Tsuen Wan extension, 
due for completion towards the 
end of 1982 at a cost of $863 
million, has been financed in a 
similar way but with more 
emphasis on borrowing in 
Hong Kong dollars to minimise 
exchange rate fluctuations. 

And in a land where every 
square centimetre has a value, 
the MTR sold off property 
rights to land above the un¬ 
derground stations or entered 
into joint ventures with 
property developers. 

On a 10-hectarc concrete 
slab-billed as the largest sin¬ 
gle supported concrete slab in 
the world — above the MTR's 
workshops and marshalling 
yards will rise 5000 fiats hous¬ 
ing 25,000, extensive com¬ 
munity facilities and office 
blocks. 

As the MTR came into 
operation, the Government 
doubled taxi, ferry and bus 
fares, provoking a public outcry 
that fnres were being forced up 
to make ihe system pay. 

To cross the harbour by 
MTR costs 42 cents, by ferry 
(first class) 10.5 cents and 
(second class) 6.3 cents. 

Not that there is much doubt 
about the financial viability of 
MTR. By the time it is com¬ 
plete, carrying 1.8 million pas¬ 
sengers a day it can expect to be 
taking $300 million a year 
through the fully automatic 
tumstyles. 

Cash flow will be positive by 
1984 and all debt repaid by 
1992. (It was interesting to note 
dial the automatic ticket bar¬ 
riers installed earlier this year 
are working trouble-free; in 
Sydney similar barriers, also 
recently installed, still need 
.manual supervision to sort out 
teething troubles.) 

Trains will run at rwo-min- 
ute intervals in oeak oeriods, 


computer-con- 


completely 
[rolled. 

When the MTR system is 
complete, 40 per cent of ill 
homes and 50 per cent ofw«k 
places will be within lQroinua 
walk of 3 station. 

Already the underground- 
over - ground - underlie 
network is having a sociologies 
impact. Journey times have 
been cut (to travel the complete 
network will take only 45 
minutes), a factor that is bound 
to lead to a rearrangement cf 
property prices and travelling 
patterns. 

Aided by the MTR, then: is 
expected to be a rapid shiftis 
population to the New Terri¬ 
tories, with implications f« 
existing shopping centres. 

Now the problem facing the 
tiuvernmeni is what to do mu 

The options are theotheriwv. 
lines that the consultants 
originally recommended, wr 
running along the north sho« 
of Hong Kong island, the who 
providing a second link ft?® 
the island through East kw- 
loon to the airport and out into 
rhe New Territories. 

To cut costs, the Island hot 
might initially be an upgraded 
versiun of the 74-ycar-oW tn® 
system taken 
through the central buanfc 
district. The problem*^ 
and a decision to go ahead 
the full MTR neiwork *«• 

pL Sonie^short-term ^ 
measures, such as bus 

accommodate the !5 

buses being introduced ^ 
this year arc probable. 

Inuvu years cheGo\«n®g 

will be making 

transport decision-^ 

of Kai Tak airport, 

approaching Mturatron^ 

For that the P' 31 *"?-^ 
come up 8 

scheme. A 
Island is 

the sen, providing 

runways, theod5 

new town. At P re ^ . 
access to the lslan ^ p 
but to overcome that 
ners propose to 
with a bridge & 

Francisco’s Go * d ^ sfl hith 

will stand up to ^ 

occasionally,, bomba* 
South China coast- ^ , 

In H°°S .Krom^ 

scheme is feas ^Liion'ls se^f 0 

SrSngsffi 

SHijaWr: 


Tourist £ 

IF YOU are a big spender, 

Hong Kong's Tourist Autho- 
Sywants you to sec you soon 

for a week’s stay or so. 

The authority unashamedly 
jgses the tourist dollar. And it 
tecs Australians who are top¬ 
ping the big spenders list. 

New Zealanders rate much 
tetr in that league, though 
kjtIv 10 percent more of them 
peed through the colony in 
I9J9 than in previous years. In 
others respects they are the 
p«age visitor, staying on 
image 3.8 nights. 

But as a percentage of the 
colony's 2.2 million visitors, 
torZealanderearc a miniscule 
1.5 per cent. And they hang 
ato their dollars , spending 
oily $400 each compared to the 
tig spending Aussies who sray 
18 nights and pay $680 in the 
process, the Japanese, $640, 
ind the Americans who are only 
jm above average at $580. 

The tourist authority, not 
jjuuturally, wants visitors to 
J. 'iy longer and see more than 
| im’i the insides of Hong Kong 
I «hops with perhaps a quick trip 
crihe Peak tram to look at the 
magnificent harbour. 

, Its marketing strategy is he- 
l jig directed at three groups; the 
\ jgh spending free imlepen- 
f. lent traveller; special interest 
’ (roups; ami conferences. 

In particular, the authority is 
promoting Hung Kong’s oil 
tMin’s June-July and 
iVcember-Jaiiuarv to relative - 
1; diori-haul markets, par- 
ttularly Japan and Australia 
Jid io a lesser extent New 
/.alind. 

Mon-selectively, the siuiho- 
Bi promotes special inteyesi 
'■'Jr. which range from kung lu 
tok* through to a gourmets 
■•Might. In the same category 
* incentive tours — prizes for 
bird working or outsianding 
stnployees who. because the 
'rip it costing them nothing by 
'«« of airfares anil accom- 
r&Uiion, will almosi certainly 
fron a spending spree. 
Conferences are also 
Warded as high yielding and a 
•[wialist department was cs- 
ublisheJ two years ago to woo 
? Terence organisers. 

1 Hong Kong is most popular 
"iih Americans, 303,600 visii- 
d™ 1979,6.7 per cent up nn 
™ The Taiwanese came n 



How most tourists spend their time ... 


lower income sector. 

Alternatively a Hong Kong 
couple can enjoy a stay-put 
holiday in Hawaii or the Ame¬ 
rican West Coast, accom¬ 
modation included, for the 
same price as two return ex¬ 
cursion fares to Auckland. 

Arguments that the airfare 
would not be high percentage of 
the cost of a New Zealand 
holiday are mci with the reply 
"but if I goto Australia I'll have 
an extra $600 to spend”. 

As a source of traffic, Hong 
Kong residents are not exactly 
queuing to get nn Air New 
Zealand's twice weekly DC 10 
llights. Last year only 1401 
residents left the colony giving 
New Zealand as their destina¬ 
tion, enough in warrant six 
DC 10 fiigliis. 

Australia was more popular 
smraciiug 14,1**7 residents in 
1070 . Air New Zealand's sales 
figures show that ii is doing 
boner ihnn die statistics sug¬ 
gest. In the year io March 31, 
jowl it sold 2688 tickets for 
travel io New Zealand,;! 7.6 per 
cent increase on the previous 
year. 

And ihe airline is going 
downmarket after an encou¬ 
raging initial foray into the tuur 
market. packaging New 
Zealand holidays lor the ethnic 
Chinese. A change u* Boeing 
747s in the next two years will 
require the changed marketing 
strategy to fill the extra 300 
seats available if a t wice weekly 
schedule is maintained. 

Primarily Hong Kong is a 
gateway route for the airline to 
Luitdon and its main purpose is 
to deliver passengers to other 
airlines for onward travel and 
collect humehound Kiwis. 

But, with 10 Boeing jumbo 

- ---- - jets on order rhe airlines 

«cond 206,000 though Noughts are already tuned to 
™ an astounding 60 per cent eXle ndmg its own network to 
. f*j! ra J. e - Australians fol- London, though flights are 
L; ^'rd spot, though that cons jdcred unlikely to begin for 
S showed a drop of 13 per a f ew y Cars yet. Hong Kong is 
| S’. Thais, Britons, one possible launching point, 

; ’Pinos, Malaysians and Sin- .hough there arc the possible 
1 alicruativL’S of Tokyo, Los 

Australians and Americans Angeles and Singapore. 

!* un doubtedlv taking ad van- Hong Kong does pose bila- 

, ^ cheap fares negotiated teral aviation agreement pro 
^ year, a factor that may be lems, the same ones that en- 
^rraining the growth of New couraged Air New Zealand to 

I « a tourist destination open its new service to 1 okyo 
■' lf Hong Kong residents. through Fiji rather than the 

*™ugh fares have changed preferred route through Hong 
^ peak advance Kong. 
luTi* rctUrn f are f rom Britain 
livti°g 10 Sydney was only 
. »4Q2 last December while 


New 


originating 


Zealand 

freight. 

Cathay’s expectations of 
beginning services to London 
this year were shattered by the 
British Civil Aviation Autho¬ 
rity in a surprising decision. 

British Caledonian, Britain’s 
major independent airline was 
awarded the route, ihe first 


long-haul route it has been 
permitted to fly in competition 
with state-owned British Air¬ 
ways. 

A joint service by Cathay and 
British Caledonian was reject¬ 
ed by the authority which also 
passed over Sir Freddie laker’s 
Skytrain proposal. 

Cathay was taken aback, 
though industry sources point 
out that the airline had taken for 
granted that it would get the 
rights and had already ordered 
Boeing 747s with that expec¬ 
tation. 

Hotel operators arc hoping 
the rising fuel costs will not 
curb tourist growth as they 
prepare to open 4000 rooms in 
14 new hotels in the next three 
years, a 36 per cent increase on 
existing space. 

Till* bulge comes late this 
year ami early next as -WU0 new 



. Afei. 

... but there are other attractions. 

rooms arc provided. However 
the rooms will ease peak pres¬ 
sure when hotels are invariably 
over-booked relying on non¬ 
appearing guests and Iasi min¬ 
ute cancellations in save lace. 

It is a gamble ihai lias left a 
more than a few visitors 
stranded. But the legal gam¬ 
bling is in Macao, three liotiis 




by ferry or less than an hour on 
jctfoil across the pearl estuary. 

And in addition to the casino 
punters can now put their dol¬ 
lars nn New Zealand maters 
.iikI pacers. Wrightsun NMA 
won ait export order for 25n 
Ikirses in set up a light harness 
sport til the old Poimguesc 
it ad mg post. 




•Of MVrit ll’l nwrt*M«U «P. 4fl 


wl ^ ew Zealand's cheapest 
to Auckland was an ex- 
2* on fare or HKS6155, a 

n&T of a PP roximate, y 

22** interested in 
■ { L lr r ln 2 to New Zealand 
’ « C| i df an 80-day around the 
j. are available from Hong 

flying to 

SJj? and back. Air New 
COme t0 ^ cool 
W tl “ cnic fend in the 
does “dvertisement 

ntuse interest among 
„ n „ travellers, 

SUrvc y reted it as a 
the fast growing 


xjmani wants rights for 
Cathay Pacific, Hong Kong s 
flag carrier though by owner¬ 
ship a British airline, into 

Auckland. , . .... 

Those rights it ts willing 
exchange to give Air New 
Zealand rights into London. 
Rights through other transit 

points would also require con¬ 
cessions to third and even 
fourth countries. 

Cathay Pacific is understood 
to have temporarily lost toteret 
into flying into Auckland. At 
present it is negotiating for a 
fourth weekly jumbo service 
to Australia where it is already 

picking up an encouraging 
number of New Zealand bu- 
sihessmen though not-giucn 


,_ -very year, 5 million people 

fly to Ihe city that never sleeps!" 


Hong Kong 

excitement runa all day, all 

niBh &l.ndta 

you there non-atop bo you 
won’t miss a momont. 


won.— - 

You'll need ally 
for the Bights, t! 


/our time 
he shops 


blend uf the orient, 
yesterday and today. 

As a Btopovor en route 
to London, or as the 


highlight of your holidays, 
Hong Kong has everything. 


and the scenery--;an 

amazing cosmopolitan 


Talk to your 
Air New Zealand travel 
agent or Air New Zealand. 


fa irmiuzmana 





















